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OUR HIGHWAYS 


How safe are our highways? What creates the hazards 
on them? How can we make road travel safer, more 


orderly, more expeditious? What effects do sizes and 
weights of motor trucks have on road conditions and 
costs? How should the states regulate sizes and weights 
in the public interest? What should we do about motor 
vehicle taxation? 


A study of these problems has been made by the 
Council of State Governments: 


HIGHWAY SAFEIY— 


MOTOR TRUCK REGULATION 


Prepared by the Council in 1950 at the direction of the 
Governors’ Conference, this report presents extensive 
factual data in text and tables on practices and problems 
of the states with respect to: 


Driver licensing Highway engineering 
Traffic contiol Regulation of motor truck sizes and weights 
Law enforcement Motor vehicle taxation 


With recommendations for effective highway safety and motor truck regulation 
ID pages $33.00 
Order from 


THE COUNCIL OF STATE GOVERNMENTS 


1313 East 60th Street Chicago 37, Illinois 
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Among the States 
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Western Higher Education Compact.—With the sign- 
ing of the authorizing act by Governor McKay of 
Oregon on May 8, the Western Regional Higher Edu- 
cation Compact received the necessary fifth-state ratifica- 
tion to bring it into effect. It previously had been 
adopted by Colorado, Montana, New Mexico and 
Utah. The compact will be submitted to Congress at 
an early date. 


Gasoline Taxes.—At least twelve state legislatures had 
taken action by the middle of May on motor fuel taxes 
—the majority to raise rates or extend temporary in- 
creases previously provided; two to reduce rates. New 
Hampshire, North Dakota, South Dakota, Utah, 
and Wyoming each increased the gas tax from four to 
five cents a gallon. Kansas, Oklahoma, and Nevada 
extended temporary increases adopted in the past, so 
that the Kansas gas tax rate remains at five cents per 
gallon, Oklahoma’s cents, and Nevada's at 4.5 
cents. Minnesota, Nevada, and New York raised rates 
on various special fuels. In Georgia and New Mexico 
each the gasoline tax was reduced from seven to six cents 
a gallon. Efforts to increase rates were defeated in four 


at 6.5 


States, and in several others action on proposed increases 
still was pending. 


South Carolina Sales Tax.—Action of the South Caro 
lina Legislature in adopting a 3 per cent sales tax raises 
to thirty the total of States that impose sales taxes. The 
South Carolina measure, to go into effect July 1, includes 
food in the tax base but exempts many items used in 
farm and industrial production. 


Washington Income Tax.—A special session of the 
Washington Legislature has enacted a corporation in- 
come tax, imposed on the privilege of doing business in 
the State, at a rate of 4 per cent of net income. The tax, 
which applies to all corporations and banks other than 
national banks, makes Washington the thirty-fourth 


State to tax corporate income. 
« 


Maryland Budget.—IThe Maryland General 
has adopted a record budget of $159 million for the 


Assembly 


coming year, plus a supplemental budget of $7 million. 
The appropriation exceeds that for the current year by 
approximately $18 million. 


West Virginia Budget.—The West Virginia Legislature 
has approved a record budget of $165,658,000 in general 
lund appropriations for the next biennium. This is ex- 
clusive of $8 million in expected revenues from a two- 
cent tax on cigarettes for teachers’ salaries. Of the grand 
total, the state school aid appropriation comprises $84.5 
million—an the 


increase of more than $10 million over 


last biennium. 


‘Colorado, 
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Workmen’s Compensation.—On the basis of prelimi- 
nary reports from 1951 adjourned legislative sessions, 
Massachusetts, North Carolina, and 
Oregon have extended coverage under workmen’s com- 
pensation. Those States and New Mexico have increased 
benefits, and Montana has established a second-injury 
fund. 


Indiana Trucks Regulation.—Stringent measures for 
enforcement of the laws against overweight trucks were 
provided by the Indiana Legislature. It amended the 
1949 law to provide that overweight trucks be im- 
pounded until all fines are paid and their loads reduced 
to legal limits. It provided for a five-day suspension of 
any truck fleet’s permit to operate if its vehicles violate 
the total vehicle-weight limit ten times in a calendar 
year; a ten-day suspension after twenty such violations, 
and a thirty-day suspension after thirty. The Legislature 
also authorized hiring of twenty-five additional state 
police to be assigned exclusively to enforcement of the 
truck laws. The Highway Department is required to pay 
the state police $140,000 annually for increased enforce- 
ment. 


Iowa Traffic Control.—Strengthened provisions for 
highway safety, traffic control, and motor truck regula- 
tion were among the accomplishments of the 1951 Iowa 
Legislature. It authorized increasing the Highway Patrol 
from 160 to 225 men, raised drivers’ license fees from 
50 cents to $1.50 to pay for increased patrol costs, pro- 
vided for single auto license plates (rear), and author- 
ized three-year penitentiary sentences for motorists con- 
victed a fourth time of drunken driving. The Legislature 
instituted a system of graduated fines—$750 to $1,000 or 
more—for heavy truck overloads in place of the present 
$100 maximum, raised the Highway Commission’s appro- 
priation for truck weighing stations from $83,000 to 
$250,000, authorized the commission to condemn land 
for additional weighing stations, and authorized inspec- 
tors to go on private land to check vehicles suspected of 
avoiding inspections. 


Legislative Voting Machines.—Maryland’s House of 
Delegates has approved the installation of an electric 
roll call system in the lower chamber. The contract has 
been awarded, and the cost is expected to be $86,000. 


Georgia Commission on Alcoholism.—The Georgia 
Legislature has adopted an act which recognizes alcohol- 
ism as an illness and creates the Georgia Commission on 
Alcoholism. It provides procedures for voluntary and in- 
alcoholics for treatment and 


voluntary committal of 


rehabilitation. 


Tennessee Constitution.—The Tennessee Legislature 
has adopted an act calling for a referendum in August, 
1952, on the question of holding a constitutional con- 
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vention. If upheld by the electorate, the convention, as 
authorized by the Legislature, would be limited to spe- 
cific subjects: the constitution’s amending clause, legisla- 
tors’ compensation, the Governor’s term of office, the 
Governor’s veto power, right of suffrage, and a proposed 
home rule amendment. If the voters approve the calling 
of a convention, delegates are to be elected in Novem- 
ber, 1952, to convene in April, 1953. Amendments 
adopted by the convention would require approval at 
the polls to become effective. 


Michigan Amendments.—The voters of Michigan in 
an April election approved a constitutional amendment 
providing for regular annual sessions of the Legislature. 
They also endorsed an amendment which authorizes 
payments of $500 to next-of-kin of members of the armed 
forces killed in line of duty in the current national emer- 
gency. A third proposed amendment—permitting in- 
crease of salaries for Justices of the State Supreme Court 
during their terms of office—was defeated. 


8 
Cloud Seeding.—Colorado and Wyoming have en- 


acted cloud-seeding legislation, including the laying out 
of a state claim “to all moisture suspended in the at- 
mosphere” above the state. Under the laws, no one may 
conduct cloud seeding or weather control operations 
without a state license. One purpose of the legislation 
was to assert state sovereignty in the field prior to possi- 
ble federal action. 


Arizona Rainmaking Law.—Commercial rainmakers 
operating in Arizona now are required by state law to 
file quarterly reports with the State Land Commissioner. 
Such operators must register and be licensed by the Land 
Department. The act applies to persons or firms selling 
equipment to create rain as well as to the actual oper- 
ators. 


Wisconsin Natural Resources.—The Wisconsin Legis- 
lature has provided for creation of a Natural Resources 
Committee, to coordinate state efforts in regulating and 
protecting resources and to make recommendations to 
the Legislature. Comprising the committee are to be the 
Governor and representatives of the Legislative Council, 
the Conservation and Public Service Commissions, the 
Department of Agriculture, and other agencies. 


California Reorganization Recommendations.— I h« 
California Assembly Committee on Governmental Re- 
organization has recommended many changes in the 
State’s governmental agencies. Among important pro- 
posals in a 365-page report of May 1 to the Assembly 
was creation of Departments of Public Safety, Medical 
Services, and Revenue. In each case consolidation of sev- 
eral existing agencies was recommended. 


Montana Reorganization Study.—Montana’s Com- 
mission on State Governmental Reorganization, estab- 
lished by the 1951 Legislative Assembly, has set up four 


subcommittees to deal with various functions of the state 
government: custodial institutions, labor and unemploy. 
ment compensation, public welfare, and state boards 
and commissions. 


Port Authority Anniversary.—The Port of New York 
Authority, established by compact between the States of 
New Jersey and New York, has just celebrated its 
thirtieth anniversary. During its existence the bi-state 
body has constructed sixteen major facilities at a cost of 
$371 million. Airports, tunnels, bridges, and terminal] 
facilities are included among the transport projects de. 
veloped by the Authority. Of particular interest is the 
thirtieth annual report to the Governors of New Jersey 
and New York. The illustrated, 198-page document gives 
an excellent over-all view of the agency’s progress. 


New Hampshire Fast Day.—New Hampshire cele. 
brated its unique state holiday on April 23—Fast Day. 
Other New England states formerly celebrated the holi- 
day, but the Granite State is the last to observe it. Orig- 
inally, it was set aside as a day of thanksgiving for the 
end of winter and of prayers to ensure good crops. 


Wyoming Airports.—Airports in Wyoming will have 
been improved to the extent of $745.000 when projects 
of 1950 and 1951 have been completed. Projects for 1950 
were financed by $100,000 state aid, $347,000 federal aid, 
and $150,000 from cities involved. Contributions in 1951 
from all three sources will bring the total to $745,000. The 


Wyoming acronautic program operates under a strict 
state “channeling” act. 


Record Motor Vehicle Registrations.— Motor vehicles 
on the highways continued to increase sharply in 1950. 
A summary by the U. S. Bureau of Public Roads shows 
total registrations for the year, including those of pub- 
licly owned vehicles, as 49,143,275—an all-time record 
representing an increase of 4.5 million over 1949. Regis 
trations that year, in turn, exceeded the 1948 figure by 
more than 4 million. 

The Bureau’s summary, based on figures reported by 
state agencies, shows that in Louisiana, New Mexico, 
and Texas total registrations in 1950 were more than 15 
per cent over 1949. Increases in eight other States ex- 
ceeded 12 per cent: Alabama, Arizona, Delaware, 
Florida, Georgia, Kentucky, North Carolina, and 
Tennessee. In twelve they ranged from 10 to 12 per 
cent: California, Colorado, Idaho, Maryland, Mich- 
igan, Mississippi, Nevada, Oklahoma, Utah, Vir- 
ginia, West Virginia, and Wyoming. Increases in the 
remaining States and the District of Columbia were from 
3 to 9.9 per cent. Thus the most spectacular percentage 
rises occurred in the southern, border, and western 
States. However, largest totals of registrations were 
(rounded figures) in California—4,620,000, New York 
—3,735,000, Pennsylvania—3,010,000, Texas—2,968,000, 
Ohio—2,795,000, Ilinois—2,651,000, and Michigan-— 
2,433,000. 

For the Nation automobile registrations showed the 
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heaviest increase—10.7 per cent to a total of 40,315,175. 
Truck registrations rose 7.2 per cent to 8,604,448, busses 
7.1 to 223,652. ; 

And in the first three months of 1951, according to the 
Bureau, travel on all rural roads increased 8.4 per cent 
over the same period of 1950. 


Illinois Training School.—The Illinois State Training 
School for Boys at St. Charles recently dedicated a new, 
“all-faith” chapel in which Protestant, Roman Catholic, 
and Jewish services will be held. Governor Adlai E. 
Stevenson, Director of Public Welfare Fred K. Hoehler, 
and other officials and legislators participated in at- 
tendant ceremonies. In a special dispatch to the New 
York Times from St. Charles, George Eckel of that news- 
paper described the school as one that operates for juve- 
nile correction “on a thoroughgoing philosophy of re- 
habilitation.” 


Rhode Island Highways.—Rhode Island has an- 
nounced the details of its future highway construction 
program. The Department of Public works has scheduled 
a $7.5 million program to begin in 1951 and has reported 
tentative approval by the Federal Government of its $40 
million, seven-year highway and expressway program. 
Ten big projects on this longer-term schedule have been 
approved. 


Arizona Income Taxes.—Arizona has collected twice 
as much in state income taxes thus far in the current 
fiscal year as during the same period last year. A total of 
$5,744,111 has been received as compared with $2,593,589 
in the corresponding period last year. The amount col- 
lected so far exceeds that of the entire 1950 fiscal year 
by $103,611. 


State-Federal Relations.—Pursuant to an act passed by 
the Legislature at the 1951 session, Governor Dewey of 
New York has appointed a commission of five promi- 
nent lawyers, doctors, and professors to study the prob- 
lem of state welfare administration in connection with 
federally-aided assistance programs. Last winter the State 
charged the Federal Security Administration with inter- 
ference in state operations and with threats to cut off 
federal aid. 


Civil Defense Tests.—Civil defense in New England is 
beginning to accelerate. Recently Connecticut and 
Rhode Island held state-wide tests of the defense forces. 
Each of the 169 cities and towns in Connecticut staged 
an alert at noon, with an audible signal test. In Rhode 
Island there was a simulated A-bomb attack on Provi- 
dence which brought into action local units from all sec- 
tions of the State. At a later date other state-wide tests 
are expected to prepare such civil defense groups as fire- 
men, wardens, medical units, and mobile forces. In the 
meantime, virtually all of the Eastern States have ratified 
the uniform civil defense and disaster compact, which 
provides machinery for mutual aid. 


Kansas City Port Authority.—Following two years of 
study and preliminary drafting, sponsoring civic groups 
in the Greater Kansas City area have requested the 1951 
Kansas and Missouri Legislatures for passage of a 
Greater Kansas City Port Authority Compact, and Kan- 
sas already has enacted the legislation. The compact, 
similar in intent to the St. Louis Bi-State Compact 
adopted in 1949 by Illinois and Missouri, is designed 
to provide more effective regional coordination of trade, 
commerce, transportation, communication, terminal, 
port, and other facilities throughout the metropolitan 
area. Priority consideration would be for plans to co- 
ordinate air traffic, including civilian air travel and mili- 
tary aviation activities. Governor Edward F. Arn signed 
the Kansas enacting bill on March 31. 


Maine Manganese.—Governor Payne of Maine recently 
disclosed that his State’s famous potato-growing region— 
Aroostook County—may one day be producing a scarce 
mineral of vital importance to our economy. The Gov- 
ernor said that estimates show a potential presence in 
the county of 190 million tons of manganese ore—a min- 
eral essential to steel production. 


Oklahoma Legislative Audit Committee.—The Okla- 
homa Legislature—which activated its Legislative Coun- 
cil in 1947, then authorized bill-drafting service through 
the State Library and completely reorganized its commit- 
tee structure in 1949—now has created a Legislative 
Audit Committee within the Legislative Council. The 
act, adopted this year, directs the new committee to 
“make a continuous audit and analysis of the state 
budget, revenues and expenditures during and between 
sessions,” and to report with recommendations concern- 
ing these investigations together with its “post audit 
findings.” The office of Legislative Auditor is created. 
He is to act as secretary of the committee, compile in- 
formation for it, and provide analyses and compila- 
tions for the House and Senate during sessions. 


New York Laws Upheld.—The United States Supreme 
Court has upheld, by refusing to review, the constitu- 
tionality of the State’s “Sabbath law,” which restricts but 
does not ban all commercial activities on Sunday. It 
was held that no substantial federal question was in- 
volved. New York’s rent control law and rulings made 
under it also have been upheld by the New York Court 
of Appeals, the State’s highest court. 


Alcoholic Beverage Laws.—The Joint Committee of 
the States to Study Alcoholic Beverage Laws, meeting on 
May 2 in White Sulphur Springs, West Virginia, author- 
ized plans for a detailed study of two major aspects of 
state regulation of alcoholic beverages—interstate trade 
regulations affecting licensing, taxing, and market- 
ing requirements; and sale to minors. It is planned to 
complete the study and recommendations by the early 
part of 1952. Comprising the joint committee are repre- 
sentatives of the two associations of state regulatory 
officials; the National Alcoholic Beverage Control Asso- 
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ciation representing the seventeen so-called “monopoly” 
states, and the National Conference of State Liquor 
Administrators representing the twenty-five “open 
license” states. Established in 1947, the committee pre- 
pared and released in 1950 an exhaustive analysis of 
administration, licensing, and enforcement phases of 
state alcoholic beverage control laws. 


Highway Bidding in Kentucky.—The Kentucky Com- 
missioner of Highways recently announced three policy 
changes to increase the difficulty of collusive agreements 
among contractors who bid on highway contracts. 
Changes include postponing the deadline for obtaining 
bidding forms until one hour before letting time (pre- 
viously they were available the day before) ; termination 
of the previous policy of furnishing lists of prospective 
bidders in advance of road letting; and reduction in 
cost of bid forms from $10 to $2 to increase the number 
of bidders. 


New Jersey Planning and Development.—The New 
Jersey Department of Conservation and Economic De- 
velopment recently issued a planning report, based on 
surveys by state agencies during the past fifteen years, 
which presents a comprehensive guide for development 
of natural resources, including land use; highways, 
recreational facilities, navigation, water supply, and fish 
and game. As a first step, the report recommended a 
bond issue of up to $20 million to finance acquisition of 
500,000 acres of submarginal land within the State for 
improvement. 


Employing the Handicapped.—An example of how 
special techniques can permit employment of the handi- 
capped has been furnished by the Illinois Civil Service 
Commission in a test of blind switchboard operators 
The commission devised a Braille answer booklet for 
use of blind candidates in the examination. If the can- 
didate thought a given statement true, he drew a hori- 
zontal mark through the Braille letter T. Similar pro- 
cedure permitted designation of a statement as false, 
and a simple means was provided whereby a candidate 
could change his answer on reconsideration. Five blind 
applicants took the test. All passed it, and four have 
administrative difficulties were 


been employed. No 


reported. 


New York Police.—Members of the New York State 
Police System, established in 1917, now have a “bill of 
rights” that guarantees to troopers the right to join an 
employee organization and to voice their complaints 
through a grievance procedure. The new rules went into 
effect April 14. Not included within the grievance pro- 
cedure is the question of removal or disciplinary action. 


Maryland Loyalty Law.—Maryland’s so-called Ober 
Loyalty Law has been upheld by the United States 
Supreme Court. The substance of the ruling is that 
States have power to require that candidates for public 
office swear that they have not engaged in attempts to 
overthrow the government by force or violence. Pre- 
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viously, the Maryland act had been declared unconstity. 
tional by a Baltimore City Court, but the state courts 
reinstated it. 

> 


Gulf Fisheries Agreements.—The Gulf States Marine 
Fisheries Commission, established by interstate compact 
among the five Gulf Coast States, recently reported a 
series of important steps that have been taken toward 
interstate reciprocity since the commission was organized 
in 1949. Alabama and Florida have a reciprocal agree. 
ment concerning shrimp; Louisiana and Mississippi, 
a similar agreement; Texas and the other Gulf States are 
carrying on studies through the commission looking 
toward greater uniformity of regulation and expanded 
reciprocity for fishermen of their States. 
> 


Massachusetts Safety.— Massachusetts has been awarded 
first place in its area group in the 1950 National Traffic 
Safety Contest of the National Safety Council. The 
Commonwealth also won first-prize awards for driver 
licensing, state and community cooperation, school safety 
education, motor vehicle inspection, and public support 
groups. The awards are to be presented at the Fifth 
Governor's Highway Safety Conference, a_ state-wide 
meeting, in June. 
s 

Kansas Statutory Revision.—Extensive revision and 
simplification of the Kansas General Statutes, 1949, were 
accomplished by the 1951 Legislature. It repealed 
854 sections outright and amended 419. Deletion of 
obsolete provisions grew out of the stautory revision 
activities of the last two years, undertaken in connection 
with the compilation of the General Statutes in 1949. 


Opening for PUBLIC ADMINISTRATOR: Salary 


$8,000 to $10,000, depending on qualifications of person 


selected. 


The State of Kansas has an opening for a public ad- 
ministrator who will be directly responsible to the Gov- 
ernor and who will work with the State Budget Director 
and Accountant, and other state officials, the Governor's 
Advisory Committee on Fiscal Reorganization and a 
liaison committee of the Legislative Council. 

His responsibilities will include formulating specific 
plans for improving the State’s fiscal and procurement 
procedures and assisting in drafting legislation to im- 
plement these plans. Such plans are to include improving 
the existing systems of fiscal operations, accounting, 
auditing, central purchasing, and the recruiting of per 
sonnel. 

He should have technical training in accounting and 
broad governmental experience at the level of state, 
federal government or large municipality. Must be able 
to work with major state officials, express himself con- 
vincingly, and sell his ideas. 

Applications should be addressed to Governor Edward 
F. Arn, State House, Topeka, Kansas. 
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Social Security Needs and Opportunities 


By Epwin E. WITTE 


Chairman, Department of Economics, University of Wisconsin 


OCIAL security has been developed the world 

over to afford necessary minimum economic 

protection to individuals and families against 
or on the occurrence of the personal hazards of 
life, whose consequences, without such protection, 
are want, suffering, and starvation for many peo- 
ple. Some social security institutions are age old; 
a majority, products of the late nineteenth and the 
twentieth centuries. 

In the United States, poor relief, now often called 
general assistance, has existed from earliest days. 
Before the great depression, also, there had de- 
veloped the three major specialized forms of public 
assistance: old age assistance, aid to dependent 
children, and aid to the blind. So had workmen's 
compensation, our first form of social insurance. 

But it was the great depression that gave us the 
term and popularized the idea. It was the then 
existing wholesale unemployment and the very 
great costs of the various relief programs which 
led to the enactment of the Social Security Act in 
1935, federal aid for the specialized forms of public 
assistance, the establishment of the federal old age 
and survivor's insurance system, and the enactment 
of unemployment insurance laws in all States. 

The Social Security Act was not advocated by 
its framers as a cure-all. They recognized that what 
could be accomplished through social security was 
limited by the Nation’s production and that per- 
sonal industry, thrift, and savings were as necessary 
as ever for real economic security. They pointed out 
that the legislation was incomplete and would have 
to be both extended and liberalized. 
fidently looked forward to such 
They had great faith, particularly, in the insurance 
programs, expecting that, in course of time, they 


Sut they con- 
improvements. 


would greatly reduce the need for public assistance. 

In some Social Security Act has 
worked out better than expected. Its administration 
has functioned more smoothly less 
than anyone dared hope. Relative to population 
and income, social security and welfare expend- 
itures are considerably less now than in the nine- 
teen thirties. 

But expected improvements have been slow in 
coming. This has been true, particularly, of the 
federal old age and survivors insurance system. In 
1950 that system had a narrower coverage and much 
more restrictive conditions of eligibility for benefits 
than under the original law. 


respects, the 


and has cost 
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The Social Security Amendments of 1950 
and their potential effects in the States are 
subjects of intense interest this year. STATE 
GOVERNMENT presents here four articles 
that will contribute to the discussion. Pro- 
fessor Witte considers the situation in its 
broad aspects, but with special reference to 
problems created by our aging population, 
and the potential effects both of employ- 
ment opportunities and the Social Security 
Amendments on relief rolls for the aged. 
Messrs. Lansdale, Schmidt, and Schottland 
devote their papers to problems and action 
in three widely separated States; New York, 
Illinois, and California. 











In the meantime, old age assistance was liberal- 
ized continuously, under the stimulus of increased 
federal aid. So it came to pass that far more people 
of 65 or over were on old age assistance than on the 
old age and survivors insurance rolls. The recip. 
ients of the gratuitous assistance payments, more- 
over, were paid nearly twice as much per month 
as were the workers who had contributed to the 
cost of their retirement benefits. 

These deficiencies in the old age and survivors’ 
insurance system have been corrected to a consider: 
able extent by the Social Security Act Amendments, 
1950. That act very materially broadened coverage, 
although one in every four jobs still is excluded. It 
made it much easier for older workers to qualify 
for benefits and it increased the benefits, so that the 
average payments to retired workers in the con- 
tributory system are now slightly larger than the 
gratuitous old age assistance payments. 

Our old age 


still far from satisfactory. Benefits in terms of pur- 
chasing power are smaller now than in 1940. Re 


and survivors insurance system 1s 


strictive conditions for eligibility to benefits remain 
on the books, although not presently harmful. Our 
other social security programs also are full of gaps 
and are woefully inadequate. 

It is the reduced purchasing power of the dollar, 
more than anything else, which has “raised hob" 
with the protection afforded through social security 
institutions. Inflation is destructive of the value of 
social insurance, as it is, also, of private insurance 
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Social Security Needs and Opportunities 


and of all savings other than those invested in 
tangible property and in the stocks of successful 
businesses. With the shrinkage in the value of the 
dollar, we are today on something akin to a tread- 
mill in trying to provide minimum necessary eco- 
nomic protection against the personal hazards of 
life, either through individual thrift or social se- 


curity. 


Ties is ONE factor that has contributed to the 
emphasis which has developed in the last years 
upon employment as the best method of providing 
economic security. In the federal old age and sur- 
vivors insurance system, unlike many public re- 
tirement and industrial 
there never has been any provision for compulsory 


systems pension plans, 
retirement. The average age of retirement in the 
federal old age and survivors insurance system is 
6g, not 65. Until recently, 
was regarded by most people as something to look 
forward to. The the dollar has 
made it a most unpleasant prospect. Many people 


however, retirement 


reduced value of 


who have reached retirement age perforce must re- 
main in employment to satisfy minimum economic 
needs. 

By this time, also, it is recognized that employ- 
ment is a physical and psychological need of all 
people. Aside trom the economic worries of retire- 
ment, idleness is destructive, alike of health 
morale. So emphasis has shifted from security in 


and 


retirement to keeping at work as long as possible. 
It is becoming ever more that it Is very 
the growing number of older 


clear 
costly to support 
people in idleness. Not only are more people reach 
ing old age, but old age itself is lengthening. The 
number of people over 65 is increasing at a rate 
of more than two per cent per year, cumulative, In 
the last decade, also, the average length of life alter 
65 increased significantly, for the first time since we 
have collected data on the ages of our population. 
Increased research and attention given the diseases 
of old age render almost certain a continuation of 
this trend, if not an acceleration. The lengthening 
gap between life expectancy and work-life expect- 
ancy, which recent studies of the U. S. Bureau ol 
Labor Statistics have revealed, can only mean eve 
mounting costs to society for the care and support 
of the older people. The alarming growth in assist- 
ance and medical care costs in recent years is only 
a beginning of what we must expect, if employment 
Opportunities for our older people are not in- 
creased. 

Fortunately, also, there is much need for the work 
these people can do. Unlike the situation at the 
beginning of World War II, we have now 


labor market, with most of the needed expansion 


a tight 
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of military production still ahead. Most of the large 
sources for increasing the labor supply then avail- 
able are now non-existent or much smaller. We 
have now no large number of unemployed, fewer 
unmarried young women, and smaller labor sur- 
pluses in rural areas. Only the potential workers 
among the unemployed older people are a larger 
group than in 1940. 

Considerations of national security, along with 
those of the economic, physical, and psychological 
needs of the older people all call for giving major 
attention at this time to increasing the employ- 
ability and the employment of the older people. 
This is a matter calling for action alike by the 
older people themselves, employers, unions, 
private agencies, and the national and state gov- 
ernments., 


“bow ARE many things the States can do to pro- 
mote this objective. For one, there is need for a 
re-examination of the hiring and retirement limits 
in public employment. The state and local govern- 
ments have a much older group of employees than 
private industry. But it is in public employment 
retirement systems that compulsory retirement pro- 
Visions are most common, and civil service hiring 
age limits tend to be much more rigidly enforced 
than age limits in industry. 

Whether the States by law should discriminate 
workers is more debatable. Massa- 
chusetts has had such an anti-discrimination law 
for nearly fifteen years, but it has seldom been in- 
voked. 

Other governmental activities to promote the 
employment of older workers include research and 
medical care for the improvement of the health of 
older workers, studies to determine what jobs are 
suitable for older workers and how existing jobs 
can be changed to adapt them to older people, 
training for suitable jobs, special attention to the 
placement of older workers, and educational cam- 
paigns to overcome prejudices against them. 

A large percentage of the unemployed older 
workers is unemployable or presents special prob- 
lems in employment by reason of poor health. To 
improve this situation accelerated research on the 
diseases common in old age and their control is 
very More actual medical care also is 
needed, and for many people such care will have 
to be provided at public expense. 

If older men and women who have long been out 
of work, however, are to be taken into industry, 
they will, in many instances, have to be given train- 
ing. This is likely to be done mainly by the em- 
may well have 


against older 


necessary. 


ployers, but vocational schools 


al part, 
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Studies of jobs to the end of increasing the em- 
ployment opportunities of older workers, also, 
should be carried on both by industry and by 
government. Some increased employment of older 
workers in a tight labor market is certain. To have 
maximum possible employment, however, much 
further knowledge of how older workers can best 
be used and wide dissemination of what is known 
on the subject are badly needed. 

Study of job opportunities, the placement of 
workers seeking employment, and the overcoming 
of prejudices against older workers are all proper 
functions of the public employment offices. The 
States control the employment offices, and here is 
another opportunity for the States to demonstrate 
that they can and will do their jobs. 


a ir is most timely to give major attention 
to the employment of more of our older people, it 
must not be overlooked that employment is not a 
cure-all for the economic problems presented by 
their growing number. Only 45 per cent of all men 
and less than 10 per cent of all women over 65 are 
now in the labor force. These percentages increased 
slightly in the busy nineteen forties but until then 
tended steadily downward. Most of the employ- 
ments in which higher-than-average percentages ol 
older people are engaged—among them farming, 
railroading, coal mining, and self employment— 
have been declining in total numbers employed. 

Although the percentages of the older people 
gainfully employed can and should be increased, 
it is very clear that not all of them ever can be em- 
ployed. Progress in coping with the diseases of old 
age and better medical care will increase the num- 
ber who can be employed, but the resulting length- 
ening of the life span probably will leave as long 

period, if not a longer one, when anything like 
full-time employment is impossible. 

It is, particularly, when consideration is given 
to the women in the older age groups that the im- 
possibility of solving the economic problems of our 
aging population through employment alone is 
most clear. Women outnumber men among those 
65 years of age and over. They live longer afte: 
attaining age 65—by an average of four years—and 
this difference is increasing. Only one-third of the 
women over 65 are married and supported by their 
husbands. More than one half are widowed, and 
at least as large a percentage have no substantial 
income of their own. 

Older people who cannot work or who cannot 
get jobs must still be supported. Older people gen- 
erally have reduced costs, although some items of 
expense, particularly medical care, increase with 
now an 


For the long period that is old age 


average of nearly 14 years after 65—the total costs 
are so great that many people require help to have 
anything like a decent subsistence. At present in- 
terest rates, an accumulation of — $17,000 jig 
necessary to enable a man of 65 to purchase an 
annuity of $100 per month for es rest of his life. 
Most people do not have savings of that amount. 
Under present-day conditions, moreover, support of 
old people by their children is decreasing. 

A civilized nation cannot do what Hitler carried 
out in part—condemn the aged to the gas chambers, 
Old people without other means of support must 
be supported by the public. This can best be done 
through a contributory insurance system. The only 
alternative is an assistance program, in which pay: 
ments are made on a needs basis and the fin; incing 
comes from general taxes. In fact, both programs 
are needed, although if we had an all-inclusive and 
adequate old age old age assist. 
ance would be needed only by people with ex. 
traordinary needs. 


Insurance system, 


\ View FULL employment, high incomes, and large 


tax yields, the present is the best possible time for 
improving social security. At this time there js 
great need for eliminating all unnecessary govern. 
mental, as well as private, expenditures. Waste 
must be combatted relentlessly. Redoubled efforts 
are called for to eliminate chiselers on relief, as- 
sistance, and unemployment insurance rolls. 
Because there are some chiselers, this should not 
blind us to the fact that many people 
port themselves. We 
our children, our 
without 
strength of out 
and our 


cannot SUp- 
cannot leave without support 
disabled, and our aged infirm 
ideals and sapping the 
lo preserve our freedom 
American way of life, we must 
at home what we preach abroad. To fail to do so 
would serve the purposes of our ruthless Com- 
munist enemies. It would brand us as hypocrites 
and lose us all our friends, as well as promote dis- 
content and produce weakness at home. 

This is clearly the time 
which still exist in our 
vivors’ 


giving up our 
nation. 
practice 


when the many defects 
federal old age and sur- 
insurance system should be corrected. The 
coverage of that system should be extended prompt- 
ly to icdade all our people, and conditions of 
eligibility for benefits should be changed so that 
substantially everybody who pays taxes also. can 
be assured of benefits. The benefits should be im- 
proved; genuine allowances for dependents are the 
most essential present need. Very desirable, also, is 
an increase in contribution rates, to meet more 
nearly the accruing costs of the promised benefits. 
Such a realistic rates not 
only can easily be borne at this time but will help 


increase in contribution 
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in curbing present inflationary tendencies. 

Improvement of the old age and survivors in- 
surance system is up to Congress. The States can 
contribute to bringing it about by demanding 
prompt correction of the very unfair position in 
which they and their employees have been placed 
by the provision of the Social Security Act which 
excludes from all possibility of coverage state and 
local government employes for whom any sort of 
a retirement system has been established, although 
no such restrictions are imposed on private em- 
ployers and employees. 

This also is the time for improving the social 
security programs which are within the control of 
the States. Enactment of the Social Security Act 
Amendments, 1950, has taken many people off the 
old age assistance and relief rolls and justified re- 
ductions in the payments to others. Increased em- 
ployment opportunities will further reduce the 
benefit rolls. ‘his makes it possible, without in- 
creasing total costs, to revise the benefits to those 
who cannot be employed in line with the decreased 
value of the dollar. Federal grants-in-aid for aid to 
the disabled, administered by the States, make pos- 
sible improved treatment for another large group 
among the most unfortunate of American citizens. 
Very necessary, further, is improvement of work 
men’s compensation and unemployment compensa- 
tion—social security programs which the States con- 


trol. Badly needed are extension of coverage and 
revision of benefits to correspond with their re- 
duced purchasing power. 

The most urgent of all needs is the extension of 
social services of a remedial, restorative, and pre- 
ventive character. To give us maximum strength 
for the long struggle with Communism which the 
free nations must win, the States need to improve 
their services for the prevention of industrial ac- 
cidents and diseases, vocational rehabilitation, ap- 
prenticeship and other training programs, the pub- 
lic employment services, nursery schools, crippled 
children’s services, maternal and child health serv- 
ices, and many types of public health services. 
Efficient public services of this kind add to our 
effective labor supply and should yield a many-fold 
return in increased productivity. 

At this writing nothing like complete informa- 
tion is available on what the state legislatures of 
ig5t have done along the lines suggested in this 
article. Scattered information indicates very con- 
siderable progress. Because our defense of freedom 
must be one in depth, we cannot rest contentedly 
with our accomplishments to date. Much more is 
required to give us the maximum strength which 
comes from a truly adequate social security pro- 
gram. Much of this needs to be accomplished by 
the States. Surely, they will not fail our Nation in 
its time of emergency. 


Relief Rolls Do Go Down 


By ROBERT 


[LANSDALE 


Commissioner, New York State Department of Social Welfare 


PRIL, 1950, Was a significant month in public 
welfare in New York State. That month our 
public assistance caseload, which had been 

rising steadily for eighteen months, began to de- 
cline. It has been declining ever since. 

\pril, 1950, was a pivotal month for New York 
State, but almost every other State has had such a 
turning point of its own when its public assistance 
rolls first began to decline in the postwar era. 

Phe cost of public welfare, especially with con- 
tinued high public assistance rolls, constitutes a 
major problem of financing for all levels of govern- 
ment, especially state government.* 

State administrations and state legislatures in the 
postwar years have expressed concern, and even 
alarm, as public assistance rolls began to climb after 
World War Il. That concern and: that alarm 


stemmed primarily from rising costs which threat- 
ened the fiscal structures of many state and local 
units of government, and were intensified by in- 
creased public questioning as more and more of the 
tax dollar was used for more and more public 
welfare. 

‘The causes for the rise in public assistance case- 
loads and costs were obvious to public welfare ad- 


*In New York State, public welfare developments, trends, 
and problems have been studied continuously since 1944 by 
a special committee of the Legislature—the Special Commit- 
tee on Social Welfare of the Joint Legislative Committee on 
Interstate Cooperation, under the chairmanship of former 
Assemblyman Harold C, Ostertag. The committee members 
include Legislators, the Director of the Budget, the State 
Comptroller, the Counsel to the Governor, and the Commis- 
sioners of Health, Mental Hygiene, and Social Welfare. Rec- 
ommendations of the committee adopted by the Legislature 
have modernized, integrated, and otherwise strengthened the 
public welfare system in the State. 





154 State Government 


ministrators; however, to the general public they 
were, if anything, a mystery compounded. Public 
welfare administrators did their best to explain 
what was happening. They tried to spell out some 
of the major causes: 

1. Nearly 10 million veterans were demobilized 
between 1945 and 1947. As a result, many aged, 
blind, partially disabled, and other handicapped 
workers, young people, and mothers who had found 
jobs in the war economy, were dropped in the peace- 
time economy. 

Approximately 25 million workers, in addition 
to their dependents, had been excluded from the 
old-age and survivors insurance program; the aver- 
age retirement benefit was only $26 monthly, and 
the average survivor's benefit was only $17 monthly. 
More than 29 million workers were not covered by 
unemployment insurance as late as August, 1950. 
Many who were not protected by social insurance, 
or who received inadequate benefits, were forced to 
apply for public assistance in the contracting peace- 
time economy. 

Rising living costs steadily cut the purchasing 
power of the 1935-39 dollar. Today that dollar is 
worth only 54 cents. As a consequence, many margi- 
nal-income families were forced to seek supplemen- 
tary public assistance. 

4. Since 1940 our population has increased by 
1g million persons, a factor, of course, in the in- 
crease of the public assistance population. 

5. Sharply rising medical and hospital care costs 
have had a tremendous impact upon the cost of 
public assistance programs which provide such care, 
and in exhausting the savings and other resources 
of low-income groups. It is estimated, for example, 
that more than 20 million persons are affected, 
some measure, by chronic diseases alone. Approxi- 
mately 1.5 million persons are total invalids. Some 
15 million are admitted annually to hospitals. At 
least 8 million suffer from some mental disorder. 
Each year approximately 10 million persons are 
injured in accidents. 

6. Old age is another major cause of dependency 
that has been increasing. In 1goo there were 3 mil- 
lion persons 65 years of age and over in the United 
States; today there are 12,300,000. 

These and other economic and social factors have 
been behind the postwar rise in public welfare case- 
loads and expenditures, and represent some of the 
permanent causes of public dependency in our soci- 
ety. Public welfare administrators, keenly aware of 
the implications of these factors, have been urging 
the expansion of social insurance to minimize the 
impacts of these dependency-making conditions 
upon public welfare. They know that if we did not 
have the social insurance program, public welfare 
would have been engulfed by the postwar rise in 
dependency, and they know, too, that much of that 


rise could have been prevented if our insurance 
programs had protected more people and provided 
more realistic benefits. 

While advocating development of a more effective 
insurance system to deal with old age, death of the 
breadwinner, fluctuations in employment, inflation, 
and other factors beyond their control, public wel- 
fare administrators have been extending and 
strengthening public welfare measures to deal with 
conditions that are amenable to some control. They 
have developed further their cooperative proc edures 
with state employment services to make certain that 
the able-bodied on public welfare will have reason- 
able opportunities in competitive labor markets. 
They have concentrated attention and effort on re. 
habilitation programs and on vocational retraining 
programs. The results of these and other measures 
accounted in part for the reversal in the upward 
trend and the beginning of the gradual downward 
curve in the public assistance load, as in New York 
State. 

Phe drop that began in April, 1950, in New York 
State was attributable largely to a decline in general 
assistance, or home relief, as we call it in our State, 
This drop in caseload and costs occurred primarily 
because of the pick-up employment associated 
with the defense program. Because nearly all em- 
ployable public assistance recipients are in the gen- 
eral assistance program, that category of public 
assistance is the most responsive to changes in the 
labor market. (The defense and war efforts of 
World War II reduced public assistance rolls to a 
minimum, that minimum being the aged, the 
chronic sick, the blind, and widows and children 
and many aged, widows, and even blind recipients 
got jobs.) 

\lso contributing to the decline we are now expe- 
riencing are the joint efforts of the New York State 
Employment Service and the local public welfare 
departments, particularly in’ New York City, to 
strengthen job-placement services for persons on 
assistance, especially the older able-bodied workers. 

\nother factor came into play in August, 1959, 
when amendments to the Federal Social Security 
\ct liberalized the benefits and extended the cover- 
age of old-age and survivors insurance through Pub- 
lic Law 734. The increase in the benefits, which 
became effective October 1, 1950, resulted, in New 
York State, in the immediate closing of 1,700 old- 
age assistance cases and the reduction of old-age 
The eflect ol 
the increased coverage is less easily measured, but 


assistance grants In 14,000 other cases 


we are sure that as time goes on the economic need 
of many more older persons will be met through the 
insurance system rather than the public assistance 
SYSLOCIN. 

Also affecting our public assistance costs is the 
operation of a new state sickness disability law, 
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which went into effect in New York State in July, 
i950. Here, again, the measurable effects cannot be 
calculated at this date, but we do know that this 
insurance program is picking up part of the eco- 
nomic need that is associated with sickness. 

On October 1, 1950, New York State, through its 
sixty-six local public welfare districts, put into effect 
a statewide program of aid to the disabled, for 
which part of the costs are now borne by the federal 
government under the new amendments to the 
Social Security Act. Some 25,000 individuals now are 
being cared for under this program. Practically all 
of these individuals were previously receiving as- 
sistance in New York State through our state-local 
program of home relief. ‘I he significant change here 
is not alone that of new federal aid; more important 
is the opportunity aflorded by the new program for 
rehabilitation of this most costly type of welfare 
case. 

The administration of the program requires a 
medical, social, and rehabilitation review of each 
case periodically. In New York State, the State 
Health Department, the State Education Depart- 
ment, the medical profession, and the welfare au- 
thorities are concentrating on both the restoration 
and return to self-support or self-sufhciency of these 
needy disabled persons. The Legislature has pro- 
vided state aid for the hospitalization of persons in 


this group, so that the localities would be encour- 
aged to supply whatever restorative measures might 
be indicated. 

This brief outline of developments in public as- 
sistance trends in New York State in the last twelve 
months demonstrates that: relief rolls do go down 
when there are employment opportunities; that ex- 
pansion of the social insurance system transfers the 
burden of public dependency from the tax-sup- 
ported public assistance system to the contributory 
insurance system; and that public welfare can, and 
does, administer services which help dependent per- 
sons to become self-supporting. 

To government and to citizens these facts should 
mean that all of us must continue to press for the 
following: 

1. Further expansion of coverage in old-age and 
survivors insurance, particularly in rural areas; 

2. Better provision for meeting the costs of sick- 
ness and hospital care; 

3. Expansion of public employment services; 

j. Strengthening of programs of vocational re- 
habilitation; 

5. Recognition, through cooperative programs, of 
the joint responsibilities of health, education, em- 
ployment and welfare agencies in the states and 
localities. 


Prosperity, Social Security, and 
Public Assistance 


By Cart K. Scumipt, Jr. 


Executive Secretary, Illinois Public Aid Commission 


UBLIC assistance case loads and expenditures 

in Illinois are declining. Reductions have been 

effectuated through continuing intensive ef- 
forts on the part of the Public Aid Commission to 
re-investigate and verify eligibility, by increased 
economic activity and consequent rise in employ- 
ment opportunities and available income in fam- 
ilies, and last but not least by increased OASI 
benefits. 

It must be recognized at the outset that the cost 
of public assistance is a function of the size of the 
case load and the per capita expenditures. Costs 
may be reduced either through reduction in the case 
load or decrease in the average expenditure per 
case. Despite a drop in the case load, costs may still 
remain the same or even increase in periods of in- 


flation. In addition, depleted meager savings and 
the inadequacy of small fixed incomes or pensions 
may, as the purchasing power of the dollar declines, 
force persons without additonal resources to apply 
for public assistance even in periods of high eco- 
nomic activity. 

Rapidly rising prices concomitant with the up- 
swing of economic activity, and accentuated by the 
vast defense outlays, have impeded to an appreciable 
extent the realization of the economies expected to 
be gained through case load reduction. Goods and 
services provided for in public assistance recipients’ 
budgets command a greater unit cost than they did 
a year ago when the current declining trend was 
initiated. Those responsible for the disbursement 
of public funds regard as a serious problem the pre- 
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carious state of the housing situation and the mount- 
ing cost of providing shelter for persons on public 
assistance. The cost of medical care is already high 
and the rates are on the increase. Public assistance 
recipients are predominantly aged or very young. 
The aged account for nearly 50 per cent and the 
children for about go per cent of the total. Because 
of the chronic and degenerative illnesses of the for- 
mer and the childhood ailments of the latter group, 
the per-person medical costs of those on public as- 
sistance are higher than they would have been had 
the age distribution of the recipients approximated 
that of the population as a whole. The demand for 
a higher rate of payment for medical care is not on 
the whole unreasonable in view of the increasing 
costs of operations. 

Nevertheless, reduction in case loads and to some 
extent in expenditures have been realized. As long 
as a high degree of economic activity continues to 
prevail, further reductions may be expec ted to occur. 
If these reductions are of sufficiently high magni- 
tude, the savings may exceed the increased cost ol 
those remaining on assistance and thereby result in 
a net reduction in total expenditures. 

One of the significant factors in the reduction ol 
expenditures of public funds for the support of the 
needy is Public Law 734 amending the Social Secu- 
rity Act. The importance of these amendments lies 
not only in the immediate results evident since the 
effective date, October 1, 1950, which in themselves 
are of no mean importance, but in their future 
effects on public-assistance loads, mainly in the aged 
group, through the long awaited coverage of agri- 
cultural and domestic service workers, the sell-cm- 
ployed, and others. 

In the three programs directly administered by 
the Illinois Public Aid Commission in October, 
1950—Old Age Pension, Aid to Dependent Children, 
and Blind Assistance- involving 150,000 Cases and 
210,000 persons, a total ol 15,000 Cases were re- 
budgeted with consequent cancellation or decrease 
in assistance because of the increase in OASI benefit 
rate. An additional 3,000 Cases, not eligible for 
OASI benefits under old Social Security provisions, 
were also rebudgeted as “new start” cases. The avail 
ability or increase in resources resulting from the 
“six quarters” eligibility provisions of the amended 
law removed some of these cases from the rolls and 
reduced the assistance in others. ‘The proportion of 
cases cancelled because of new resources available 
through the “six quarters” eligibility provisions is, 
of course, considerably smaller than among cases 
which were previously receiving Old Age and Sur- 
vivors benefits. Persons with a minimum of six quar- 
ters of coverage, or with fewer than the previously 
qualifying number, were not likely to have had any 
appreciable degree of industrial attachment or high 
earnings to qualily for benefits adequate to obviate 


the necessity for public assistance supplementation, 

The total Old Age and Survivors benefits avail. 
able as new or additional resources to recipients of 
the three public aid programs at the time of the 
initial rebudgeting amounted to approximately 
$350,000, representing a monthly rate of reduction 
in assistance expenditures of equal size. 

The expanded OASI coverage to include workers 
in industries hitherto excluded will provide month- 
ly benefits, effective as early as July, 1952, to those 
of retirement age who will have had at least six 
quarters of employment and whose wages in cash 
amounted to $50 or more per quarter. More de. 
tailed description of these. newly instituted eligibil- 
ity provisions and further qualifications are to be 
found in the literature issued by the Federal Se- 
curity Agency. 

The newly acquired rights of workers qualifying 
lor retirement benefits or those of thei spouses, 
dependents, or survivors under either the “six 
quarters” or new coverage provisions are not likely 
to reduce public-assistance intake to an appreciable 
extent in the very near future. In all likelihood, 
most of these payments will be at the minimum 
rate. They will, however, contribute to the reduc. 
Neverthe- 
less, in the belief that to most people self-support 


tion of public assistance expenditures. 


is preferable to public support, the Commission is 
encouraging aged recipients, who are physically 
able, to seek employment and thereby not only 
earn for their current needs, but qualify within one 
and a half vears for Old Age benefits. 

The ensuing benefits may or may not be adequate 
lor their future needs. If not, public assistance will 
still be available to supplement their insurance pay- 
ments. With sufficient encouragement and with the 
feeling that they may become independent and re- 
ceive their monthly payment as a matter of right 
rather than need, they may, if able to work, con- 
tinue employment long enough to acquire the neces- 
sary wage credits. 

It is much too soon to evaluate the long run ef.- 
fects of universal coverage, initiated by the recent 
Social Security Amendments, on public assistance. 
Only a fraction of the total aged recipients in IIli- 
nois have had some covered employment. A recently 
conducted study of persons receiving old-age as- 
sistance in November, 1950 shows that less than one- 
third of them had worked in covered industries; 
one-third in non-covered, including agriculture and 
domestic service; and that more than one-third, 
mostly housewives, never had been employed. More 


than one-fourth of the recipients had been em- 
ployed previously in agriculture and domestic serv- 
ice combined, The new amendments will tend even- 
tually to alleviate the de pendency on public aid of 
those who have spent their productive years in in- 
dustries previously lacking old age benefit provi- 
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sions. It is hoped that the day will come when all 
retired workers will receive some form of contribu- 


tory insurance payment, thus decreasing if not 
wholly eliminating the need for public assistance. 


California Asks: ‘‘Where Do We Go 
From Here in Social Security?” 


By CHArRvLes I. SCHOTTLAND 


Director, State Department of Social Welfare of California 


ucH A large percentage of our total population 
is now affected both directly and indirectly by 
the insurance or public assistance provisions 
of the Social Security Act that any change in the act 
has tremendous significance for millions of individ- 
uals and major financial implications for state gov- 
ernment. , 
lake, for example, the financial impact on States 
of amendments to the Social Security Act embodied 
in P.L.7g4. The increase in OASI benefit pay- 
ments has resulted in a decreased expenditure in 
California’s Old Age Assistance and Aid to Depend- 
ent Children program of approximately $1 million 
per month. \lthough this dramatic decrease can- 
not be reproduced in many other States, other States 
have fared as well percentage-wise due to P.L.734 
and, in some cases, better. In California the average 
payments to recipients of Old Age Assistance de- 
creased from 970.52 In March, 1g50, to $69.57 in 
October, 1950,. when the amendments went into 
effect, and kept going down to $67.30 as of March, 
ig5t. This decrease of $3 per case in the monthly 
grant, applied to a caseload of 273,000 persons, rep- 
resents a very substantial decrease in expenditures 
in that category alone, due to the increased OASI 
benefit payments. 

Public assistance caseloads and expenditures also 
are affected by the provisions in the 1950 OASI 
amendments for broader coverage and for the shorter 
periods of covered employment that are required 
for older workers to acquire insured status. As of 
February, 1951, approximately 62,000 of California's 
273,728 Old Age Assistance recipients were receiving 
OASI benefits. More than 80 per cent of this group 
were continuing OASI beneficiaries, i.e., eligible 
prior to P.L.734. The remainder consisted of so- 
called “new start” beneficiaries—made eligible by 
P.L.734. The average OASI benefit for the former 
group was about $36 (representing an increase of 
about $16) per month and for the latter group $22 
per month. Because of simultaneous alterations in 
business and employment conditions, the effect of 


the various changes on intake of new cases in Old 
Age Assistance is not readily measurable. 

The number covered would have been much 
greater had the percentage of males in the Old Age 
Assistance case load been higher. Approximately 39 
per cent of the Old Age Assistance case load were 
men, and 61 per cent were women. Nearly one-third 
of the male recipients were OASI beneficiaries, 
while that applied to only one-sixth of the women. 
More than two-thirds of the women receiving Old 
Age Assistance were single or widowed, but the 
proportion of OASI beneficiaries in this group was 
only 11 per cent. On the other hand, nearly one- 
third of the women in the case load who were mar- 
ried and living with spouses were OASI benefi- 
ciaries. The low incidence of beneficiaries among 
this group of elderly women is due primarily to the 
large proportion who are widows of men who had 
not worked in covered employment or who had died 
before acquiring insured status. 

\s indicated, we already are feeling the results of 
the more liberal OASI benefits, the wider coverage, 
and the reduction in the minimum quarters of cov- 
erage required for older workers to acquire insured 
status. These factors will tend to increase the num- 
ber of OASI beneficiaries much more rapidly than 
heretofore, and can be expected to reduce further 
both intake and aid payments in Old Age Assistance 
and Aid to Dependent Children. 

However, even with the more liberal provisions 
of P.L.734. California finds that a significant per- 
centage of its labor force is still uncovered. It would 
appear that less than 10 per cent of the approxi- 
mately 600,000 persons who work in agriculture in 
California at least part of the year have the type of 
continuous employment that will result in their ac- 
quiring insured status. Although this factor may not 
be a problem in some of the eastern industrial states, 
to the agricultural states it represents an essential 
area in which amendments to the Social Security 
Act should be made. 

(Concluded on Page 164) 





A Personnel Program for the Emergency | 


By KENNETH 


QO. WARNER 


Director, Creil Service Assembly of the United States and Canada 


Once again state governments confront a *‘*manpower crisis,” of unpredictable 
duration. They can meet the challenge, Mr. Warner suggests, through strong 
leadership and sound planning—on four key lines. 


S THE tempo of our national mobilization pro- 
gram picks up speed, the familiar manpowe1 
squeeze of World War II is back with us 

again. This time we should be able to profit by the 
lessons so recently and painfully learned; this time 
we can be ready when the full impact hits. All signs 
point to the “long haul,” as a realistic basis for 
planning, rather than short-term makeshifts. One 
competent observer recently expressed the belief 
that there will be a chronic condition of manpowet 
chaos and crisis for a decade to come. 

State governments and their functions form an 
essential part of the over-all mobilization effort. The 
civilian defense program alone, which has been 
made a prime responsibility of the States, typifies 
the extent to which they will be drawn into our 
national defense effort. 

The ramifications of modern warfare and the im- 
pact of total mobilization make it imperative that 
governmental efforts at all levels rest on a very broad 
base. A sizable portion of the supplies and produce 
of war industries travels over state constructed and 
maintained highways. The state role in agriculture 
and the production of foodstuffs is very important. 
Che significance of the state police, health, and wel 
fare activities is obvious. Every State is bound to feel 
the impact of mobilization—the small States, the 
large ones, even those far from the great centers of 
industrial production. What happens in centers of 
population and industry quickly influences public 
affairs in every State. As time goes on we are likely 
to feel the pinch more keenly. If we find it difficult 
now to get new people and keep the ones we have, 
most assuredly we must seek every known means ol 
stabilizing employment in the public service of oun 
States. 

States now are confronted with deciding how most 
eflectively to marshal their manpower resources to 
meet personnel emergencies. In tackling the prob- 
lem, they can choose either to concentrate entirely 
on a limited program to ease the immediate situa- 
tion, or they can raise their sights to long-range 
targets. The conditions creating the emergency are 
of such long-range nature, however, that they cannot 
adequately be met with stop-gap expedients. In 
fact, any State that takes this opportunity to invest 


in a long-range personnel program can reap great 
benefits. A personnel program that makes sense for 
the emergency makes sense at any time. 

Ihe natural tendency in promulgating an emer- 
gency personnel program is to do it  piecemeal— 
either in terms of special problems or the special 
needs of certain departments. Actually, the State 
must utilize all its available resources, crossing de. 
partmental lines where necessary; it also must de- 
velop a unified plan for all departments and all 
employees. This points to a fundamental need—the 
need for strong leadership and guidance. 

Phe Governor, as the chief executive, is the logi- 
cal person to provide such leadership, but he, in 
turn, will need assistance, not only from his key 
administrative officials but often from the legislative 
branch as well. In States where a central personnel 
agency exists, the Governor probably will find ready 
made machinery which, with relatively little re- 
shaping, can be made to serve the purposes of this 
personnel emergency. In States that do not have a 
service-wide personnel system, it is particularly es- 
sential for the office of the chief executive to serve as 
a local point for an aggressive attack on the prob- 
lem. 

Impact on State Service 


ai ospvious result of national mobilization ts a 
manpowel shortage in most categories. Clearly, then, 
ways must be found to solve those shortages. At the 
outset it is well to recognize the obvious: there 
really are two big magnets that siphon off employees 

the armed services and defense industries. Some 
authorities advocate a national manpower policy 
under which every able-bodied person would be as- 
signed work that contributes to the national mobilt- 
zation effort on the basis of skill, ability, and relative 
need. In effect, people would be picked up and 
placed in jobs—military and civilian—in terms ol 
their importance to the Nation's interests. There is 
serious question, however, whether such a system is 
either administratively feasible or politically practi- 
cable. Meanwhile, States must act within the frame- 


work of present arrangements. 
What happens now? Prac tically, the States as em- 
ployers, are faced with an immediate personnel 
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woblem every time an employee receives a sum- 
mons from his draft board or is called to active duty 
as a reserve officer. Most of the States have followed 
the precedent that governs private industry: em- 
ployees entering military service are assured a job 
when they return. Questions such as their status in 
existing retirement systems and their eligibility for 
yay raises or promotions while they are away also 
need to be thought out clearly and determined 
advance. It is obvious that policies on these points 
need to be uniform for the service as a whole. 
They should not differ from one department to 
another. 

Aside from military leaves, a related question 
arises when an employee seeks to leave the state 
service to accept a defense job either in industry or 
in another branch of government. In New Jersey, for 
example, state employees may be granted leaves of 
absence to accept employment with industry or the 
federal government if it is clearly demonstrated that 
their contribution to the defense effort will be of 
more value there than it is with the State. On the 
other hand, the Los Angeles County Board of Super- 
visors carly in 1951 decided not to grant leaves of 
absence to county employees who leave for work in 
war industry. Adoption of eithe policy, olf course, 
calls for careful consideration. The attraction ol 
more money cannot be the sole motivating force. 
When a highly skilled specialist leaves a state service 
to engage in a program of national importance, it 
may impose a burden on the state government but 
t also clearly can contribute to the total mobiliza- 
tion effort. 

\ well-rounded personnel program to meet the 
current emergency will include at least four major 
phases. Among them are: (1) Maximum utilization 
of present personnel; (2) Minimization of employee 
turnover; (3) Tapping new sources of manpowe1 
supply; and (4) Setting up the necessary admini- 
strative machinery to plan and coordinate the pro- 
eram. 

Maximum Employee Utilization 


* k shortages sometimes are spurious. 
Phey are spurious to whatever extent public officials 
seck to retain the “status quo” of a normal period, 
now a thing of the past. Until every effort has been 
made to put the services of present employees to 
the best possible use, the employer cannot say truth- 
lully that he is suffering from a shortage of man- 
power. 

Wastage of personnel resources by making uncon- 
trolled layotls, by using employees in work below 
the level of their capabilities, and by retaining an 
excess number of employees in activities of second- 
ary importance are some of the practices that call 
lor prompt remedial action. One way to get full use 


ol people is by transter—transter ol employees from 


activities that are being tapered off to expanding 
activities vital to the defense effort. Shifting em- 
ployees around cannot always be done overnight; 
quite often it involves a period of retraining. This 
brings us directly to a second major device—training 
of employees for new work, as well as training of 
sub-standard employees up to a point where they 
can carry a full work load. Coupled with training 
are two additional measures that can be used ef- 
fectively. One is a policy of promotions from within 
wherever possible. When a vacancy occurs in an 
upper level position, there is a very good chance 
that a capable substitute can be taken from the 
lower ranks. Searching out promotable employees is 
not only sound personnel management; such a 
policy has a tonic effect on employee morale. 

Another aid to full employee utilization is an in- 
ventory of employee skills. An inventory need not 
be elaborate. It involves two principal steps: (1) the 
circulation of a form which permits employees to 
describe training and experience, with special em- 
phasis on qualities that suit them for other than 
their present jobs; and (2) an analysis of the forms 
at a central point for consolidation in a card index. 
Inventories of employee skills already have been 
made in a number of States, including California, 
Illinois, Minnesota, and Wisconsin. 

A further means for utilizing present personnel to 
the greatest possible extent is to defer the retire- 
ment of older employees and, in some cases, to re- 
call retired employees who are still physically able 
to return to the service. Many of these latter, al- 
though no longer able to do a full day’s work, can 
use their years of experience to advantage in train- 
ing new, inexperienced employees. 

An obvious but pretty important device to assure 
maximum use of personnel is provision for central 
clearance of layofls. It would be foolish, for example, 

lay off a truck driver in the Highway Depart- 
ment when he is needed in the Conservation De- 
partment. 

At a ume when we must use every known device 
to increase output, employees themselves offer a re- 
source that too often is untapped. State govern- 
ments can follow industry and profit by the use of 
regular employee suggestion systems. For the - last 
several years New York State has operated a service- 
wide employee suggestion system with most grati- 
fying results. Compared with the costs of adminis- 
tration, the returns on the investment have been 
phenomenal. 

Brains must replace brawn. Now, more than evet 
before, it is important to scrutinize every hand op- 
eration to see whether it can be mechanized, com- 
bined with another operation, or eliminated en- 
tirely. In this mechanical age, there is hardly an 
operation done by man for which someone has not 
invented a machine. 
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Minimizing Employee Turnover 


, employee turnover is inevitable. It is impos- 
sible to prevent a certain number of people from 
going into the armed services. As suggested earlier, 
in terms of national interest it may be desirable for 
some of them to go into civilian defense work. 
Despite these drains on the pool of state manpower, 
other potential losses may be avoided or cut down 
appreciably. I mean the kinds of losses that result 
from a poor handling of people on the job—failure 
to inform employees of rules that govern the game; 
failure to tell them exactly what they are expected 
to do on the job. 

Employees deserve to know when they are doing 
well and when they are not. They should under- 
stand the basis on which they are paid. Employees 
need to feel sure they will have an opportunity to 
be considered for a better job on the basis of per- 
formance. They need to feel that they are a living 
part of the state government; that they are being 
consulted about how to get a total state 
accomplished. 

Another hazard is the weak boss. Poor supervision 
very often shows up in a high turnover rate; hence 
it is doubly essential to provide adequate super- 
visory training in a period when many green super- 
visors will be in the organization. No good employee 
wants to work in an organization that does not dis- 
miss incompetents who obviously are not carrying 
their share of the burden. 

The pay problem presents special difhculties in 
the public service. The national administration is 
endeavoring to set up machinery for the stabiliza 
tion of pay rates in industry. Policies and directives 
issued under this program have the force of law 
when applied to industry. Although it may be ques- 
tioned whether state and local governments are cov- 
ered legally in the national pay stabilization pro 
gram, the fact remains that it sets a powerful prece- 
dent in adjusting salary and wages of state em- 
ployees. On the other hand, since public pay levels, 
by and large, lag behind comparable rates in in- 
dustry, restrictions on further uncontrolled increases 
in industry give the States an opportunity to shorten 
the competitive gap if they have the necessary finan- 
cial resources. 

A second point at which the pay problem can be 
attacked is by establishing annual wage rates and 
guaranteed employme nt to replace hourly rates and 
frequent layoffs. During the last war the State ol 
Minnesota put employees engaged in highway main- 
tenance and similar types of intermittent work on a 
year-round salary. Although the annual rates were 


job 


slightly lower than the former hourly rates, the fact 
that employees were assured a regular pay check 
throughout the year more than compensated for the 
definitely decreased because 


differences. Turnove1 


State Government 


employees were less eager to look elsewhere for 
higher paying, temporary jobs. 

Financial incentives are not the only ones that 
can be utilized to reduce turnover; indeed, it is 
shortsighted to rely on them alone. A policy of al- 
lowing a reasonable amount of sick leave and vaca- 
tion with pay, based on length of service, has sub. 
stantial value in the eyes of the employees. Credit 
unions, group insurance plans, and similar means 
for promoting employee welfare are valuable. Turn. 
over also can be reduced by giving attention to 
working conditions. Improvement of lighting and 
sanitation, the maintenance of premises in good re. 
pair, all have an influence in raising employee 
morale. 

Considered individually, some of the points just 
mentioned may not appear worthy of attention, 
Their however, will be detected 
readily in a decrease in the number of resignations 
and quits. A further point that should not be over- 
looked is that any steps to improve employment 
conditions of state employment will help the State 
The best answer to the 
problem of personnel turnover is through a con- 
tinuing, sound, personnel program. 


combined effect, 


in recruiting new employees. 


Tapping New Sources of Manpowe) 


8 rHE years immediately ahead, alert employers— 


both public and private—must exercise every in- 


genuity in developing new manpower sources. 
What are some of the untapped sources? One of 
“woman nation 


the largest is the power” of the 


Laboos against married women; reluctance to em- 


ploy women in certain types of work; prejudices 
of the 


factors that have prevented many employers from 


against hiring women at all—these are some 
finding at least a partial solution to their replace. 
ment problems. It is certainly a sound and logical 
work in the 


it is absolutely essen- 


to analyze state 
service to determine 
tial that a man fill the job. 
the only job a woman cannot fill is that of 
female impersonator.) 

A second large group of employables consists ol 
those who fall under the ban of racial discrimina- 
tion. There are because of tradition o1 
personal bias, are unwilling to consider racial mi 
norities 

Handicapped persons represent a third source ol 
manpower replacements. Judging from the experi- 
ence of a number of employers who have engaged 
applicants with sub-normal vision or hearing, ot 
with other minor handicaps, such persons make ex- 
cellent employees when properly placed. It 
necessary to assign them to types of work for which 
their handicaps are not obstacles. Since World War 
II, the federal government has placed thousands ol 


move every type ol 
whether 
(According to one such 


study, 
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disabled veterans and other handicapped workers. 
Studies of their effectiveness show their work per- 
formance to be on a par with that of other employ- 
ees, and their turnover, sick leave, and accident 
rating as somewhat lower than the average. 

Another important phase of the search for new 
sources of manpower is a re-examination of prevail- 
ing employment practices to determine whether cus- 
tom or regulations have raised artificial and un- 
necessary barriers against employment. There are a 
number of these barriers: residence restrictions, age 
limits, and the like. Not only do residence restric- 
tions, for example, serve as a barrier to getting com- 
petent people. from outside the borders of a given 
State; they also prevent full utilization of available 
people within the State. 

Retirement systems often work against employ- 
ment of older people. A retirement system which 
legally prevents the employment ol people beyond 
a certain age, or calls for their compulsory retire- 
ment after a certain age, obviously limits the total 
manpower pool. If maximum age limits for entrance 
into state employment are imposed because of the 
retirement system, it may be wise to modify the ar- 
rangement at least until the acute phase of the man- 
powel shortage passes. 

Our ability to tap many of these sources is often 
contingent upon a revision of state law. If, as now 
seems likely, the manpower crisis continues, States 
will be justified in giving very careful study to a 
complete overhaul of all provisions that govern con- 
ditions of employment. They will not want to re- 
tain restrictive provisions that handicap their abil 


ity to get and keep good employees. 
{dministrattwwe Machinery 


 _—_ half of the States have formal state per 
sonnel programs covering all or most of the state 
service. In the rest of the States, formal programs 
are operating in the state agencies taking part in the 
federal security program. 

Where a state-wide personnel program already ex 
ists, It is imperative to determine whether it con- 
tributes as much as it can toward effective opera- 
tion during this emergency. In some instances, a re- 
direction of activities or a revamping of policies may 
be called for. Even where state-wide personnel pro- 
grams exist, there may be need for a manpowe1 
planning committee. Such a committee could be 
composed of representatives from the personnel de- 
partment or civil service commission and the majo 


operating departments of the state government. It is 
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essential that the composition of a manpower com- 
mittee be sufficiently broad to be able to draw upon 
the resources of every department. 

In states that have a limited personnel program, 
the same two steps can be taken: Review current 
practices and establish a manpower committee. In 
addition, two other actions may be considered. One 
is to determine the extent to which the personnel 
facilities of the security agencies can be used on a 
service-wide basis. The second is to set up in the 
office of the chief executive an informal coordi- 
nating unit to perform the major personnel activi- 
ties outlined here. 


In Summary 


te critical nature of personnel problems during 
this emergency probably will demand increasing at- 
tention on the part of state administrators and state 
legislators. The months and years ahead, therefore, 
offer state governments a real opportunity to re- 
assess the value of their current personnel programs. 
Two basic principles emerge to guide thinking on 
this important problem. They are: (1) what repre- 
sents a good personnel management in an emer- 
gency situation is good personnel practice in a more 
normal period; (2) even in times of emergency a 
public personnel program should represent a three- 
way balance of interest—that of the general public, 
that of the employee, and that of the responsible 
state official. 

A well-rounded personnel program will not 
protect merely any single one of these groups. 
It will serve the interests of all. The public wants to 
have and should get efficient, courteous, and eco- 
nomical service. Elected and appointed officials must 
rise or fall on what they do, how they do it, and 


‘what it costs to get it done. Finally, employees have 


a right to be concerned about conditions that gov- 
ern their work, treatment, wages, and opportunities 
for advancement, recognition, and security. 

The present situation in a nutshell is this: 

State governments everywhere are in for a pro- 
longed period of manpower shortages. These short- 
ages can be met—at least in considerable part—by a 
concerted atiack under competent, aggressive leader- 
ship. Keeping essential state services going under 
existing conditions takes effort, cooperation, and 
know-how. Some States today are better off than 
others in that they already have available the ma- 
chinery to meet the problems they will face. Those 
states lacking the machinery need to make a start. 
And the time to start is now. 








Decision of the Supreme Court in the 
West Virginia Compact Case 


By GEORGI 


N THE December, 1950, number of State GOVERN 
MENT appeared an excellent article by Mr. 
Leonard A. Weakley, Counsel for the Ohio 

River Valley Water Sanitation Commission, on the 
decision of the Supreme Court of Appeals of West 
Virginia in State ex rel. Dyer v. Sims, 58 S.E. 2d 766 
(April, 1950). This decision denied a writ of man- 
damus to compel the State Auditor of West Vir- 
ginia to honor a requisition for the State's share of 
the expenses of the commission which had been ap- 
propriated previously by the Legislature. The 
grounds of the decision were two: namely, that the 
Compact violated the Constitution of the State of 
West Virginia in that (1) it amounted to the con- 
tracting of a debt for the perpetual support of the 
commission contrary to Article X, 
that (2) it constituted an unlawful delegation of 
the police power ol the State. 

The decision was by a three to two vote of the 
judges, the dissenters arguing that the compact was 
saved from unconstitutionality by its provisions that 
nothing in it “shall be construed to limit the powe 
of any signatory State,” and that no regulation to be 


section 4; and 


issued by the commission should be effective as to 
West Virginia parties unless approved by a majority 
of the three West Virginia commissioners. 

The history of the organization of the commis- 
sion and the formation of the compact is stated fully 
in Mr. Weakley’s article and will not be summarized 
or repeated here. The purpose of this paper is 
merely to bring the case up to date and to outline 
the decision of the United States Supreme Court 
which was handed down April 9, 1951. 

A petition for a writ of certiorari was granted by 
the United States Supreme Court in June, 1950. 
Jurisdiction was invoked under Title 28, United 
States Code, section 1257 (3), apparently on the 
ground that the question whether a state statute was 
in violation of federal constitutional, treaty, o1 
statutory provision, or that a right claimed under 
the U. S. Constitution or a treaty or statute thereof, 
was involved. 

The petitioner (the State of West Virginia, repre 
sented by two of its members on the Ohio Rivet 
Commission and by Wate 
Commission) urged that the questions presented to 
the Supreme Court were: (1) whether the power of 
a state to enter into an inter-state compact which 
has been approved by Congress can be restricted by 


members of its local 


(>. BOoGER! 


a state constitution; (2) whether, if such restriction 
can occur, Article X, sec. 4, of the West Virginia 
Constitution, forbidding the contracting of debts by 
the State, made invalid West Virginia's entry inte 
the compact; and (3) whether entry into the com. 
pact constituted an unconstitutional delegation of 
the police power of West Virginia. 

With respect to these questions the petitioner 
argued: (1) “The compact can continue to be a 
practical and effective vehicle for interstate coopera 
tion only if it is unequivocally established that all 
of the states of the Union are vested with equal 
powers to compact with one another regardless of 
the peculiarities of their respective constitutions or 
the views of their courts. We submit that 
where the procedure established by the Federal Con- 


lox al 


stitution for the creation of intersiate Compacts is 
followed, any inhibitory provisions of a state con- 
stitution must be disregarded.” (2) The debt clause 
in the West Virginia Constitution was intended to 
cover “substantial obligations of a fixed nature to be 
retired over a period of years, and bearing interest,” 
nota “current charge for operating an agency,” and 
the compact does not commit the signatories to 
financial obligations, since it prohibits the com- 
mission from incurring any obligation until an ap. 
propriation is made and requires the consent of all 
state Governors to the budgets of the commission. 
(3) In giving the commission power to fix standards 
as to the treatment of sewage and industrial wastes 
and to issue orders for violations, there is no uncon 
stitutional delegation of police power, since the com- 
mission is an agency of each participating State, and 
the enforcing power in each State is under the con- 
trol of the local commissioners. 

The brief for the respondent (State Auditor) 
argued: (1) The State Court did not hold the com- 
pact unconstitutional, but rather the statute of West 
Virginia which stated the obligations of that State 
under the compact. (2) The clauses of that statute, 
which provided for the reimbursement of the local 
commissioners as to their expenses and directed the 
appropriation of monies in the future to pay the ex- 
penses of the commission and salaries of the local 
commissioners, violated the West Virginia constitu- 
tional clause on debt restriction. (3) The Supreme 
Court will not review the judgment of a state court 


on the validity of a state statute under the state con- 


stitution. (4) There was an unconstitutional dele- 
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Decision of the Supreme Court 


gation of the police power by the statute in giving 
to a “supersovereignty” control of the health, life, 
and property of West Virginia citizens and in at- 
tempting to bind future Legislatures as to the use of 
the police power. (5) A State “must compact in con- 
formity with its Constitution, notwithstanding con- 
sent of Congress’”’ to the compact, since Article I, 
section 10, Clause 3, of the Federal Constitution does 
not constitute a grant of power to the States to make 
compacts free of all restraints. 

The Acting Solicitor General of the United States 
submitted a memorandum on behalf of the United 
States with reference to the application for a writ 
of certiorari, stating (1) that “the decision below 
would have a crippling effect on the operation of 
the Ohio River” Compact, and would “deal a se- 
vere blow to the States’ power to enter into com- 
pacts for cooperative action to meet common prob- 
lems”; that he did not have the “purpose to discuss 
in detail the legal issues involved” at that time; but 
that he urged the granting of the writ. 

The States of Ohio, Indiana, Illinois, Kentucky, 
Pennsylvania, and New York filed a brief jointly as 
amici curiae in support of the petition for certiorari, 
urging that the power to make compacts was re 
Article I, sec. of the 
Federal Constitution; that the West Virginia Court's 


served to the States by 10, cl. 3, 
construction virtually would prevent any interstate 
compact, since “it is only in the rarest cases that a 
party to such compact would not be called upon to 
bear a fair portion of the expense involved therein”; 
that it “is not believed possible for a State thus to 
cast away one of its most important attributes of 
sovereignty, and hence the power to make compacts 
is not limited by state constitutions; and that, with 
regard to police power, the control reserved by the 
terms of the compact to the State olf West \ irginia 
was so great as to remove all doubt of the legality 
of the delegation. 


Maz. Justice Frankfurter wrote the opinion of the 
Supreme Court. Mr. Justice Black concurred in the 
result, and Justices Reed and Jackson rendered con- 
curring Opinions, each giving a reason for the judg 
ment of the Court different from the bases set forth 
in the opinion of the Court. The judgment of the 
Supreme Court of Appeals was reversed and _re- 
manded, which, it is assumed, would result in the 
issuance of mandamus against the State Auditor, il 
he persisted in refusing to authorize the payment ol 
Thus, 
the continuance ol participation in the work of the 
commission by the State of West Virginia is at least 
temporarily assured, 


the State’s contribution to the commission. 


Lhe opinion of the Court first notices that ues- 
uuons have been raised as to the power of a State to 
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withdraw from an interstate compact at any time 
where the compact sets forth no time limit on its 
life, and as to whether the Compact Clause of the 
Federal Constitution precludes any State from limit- 
ing its power to enter into a compact to which Con- 
gress has consented. It declines to enter into a dis- 
cussion of these problems, stating that “we must not 
be tempted by these inviting vistas.” 

It next indicates that, while national legislation 
might control pollution of interstate streams, and 
litigation in the Supreme Court might decide con- 
troversial questions between States as to such pollu- 
tion, regional compacts provide a much _ better 
method of settling such problems. Determination of 
the meaning and validity of interstate compacts “is 
the function and duty of the Supreme Court of the 
Nation.” Although for exclusively state purposes the 
Supreme Court of the State has the ultimate power 
to construe the State Constitution, the U. S. Su- 
preme Court has power to determine the meaning 
of that document where the rights of other States, 
or of the United States, are involved. 

The opinion then proceeds to discuss the argu- 
ment about delegation of police power and holds 
that there was nothing in violation of the State Con- 
stitution in the compact or the legislation giving 
sanction to it. The court stated: “What is involved 
is the conventional grant of legislative power. We 
find nothing in that to indicate that West Virginia 
may not solve a problem such as the control of rivei 
pollution by compact and by the delegation, if such 
it be, necessary to effectuate such solution by com- 
pact.” 

In conclusion, Mr. Justice Frankfurter took up 
the debt clause of the West Virginia Constitution 
and held that there was no violation of it in the 
pact or legislation, since the compact prohibited the 
commission from incurring any obligation prior to 
appropriations to meet such obligation and from 
pledging the credit of any signatory State except as 
authorized by the several state legislatures, and since 
the annual budget of the commission was subject to 
the approval of the Governors of all signatory States. 

Thus, it appears that the majority opinion is 
based on the view that the compact and its support- 
ing legislation does not violate the West Virginia 
Constitution, even if it be assumed that the validity 
of West Virginia’s participation would be deter- 
mined by her State Constitution, a point as to which 
no commitment is made. 


Maz Justice Reed gave as a reason for reversal 
that the Constitution of West Virginia does not and 
cannot control the validity of the compact. “Since 
the Constitution provided the compact for adjusting 
interstate relations, compacts may be enforced de- 
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spite otherwise valid state restrictions on state 
action.” 

Under such a view state constitutions are deemed 
to contain an implied exception with respect to in- 
terstate compacts and not deemed to be intended to 
affect such agreements, or else if so intended they are 
ineffective. Such constitutions control state officers, 
agencies and citizens with regard to ordinary gov- 
ernmental and legal matters, but not as to the spe- 
cial field of interstate agreements which have been 
sanctioned by Congress. Under this view it is not 
necessary to discuss the meaning and effect of the 
West Virginia Constitution because it could not af- 
fect the validity of the Compact, even though so 
intended. 

Mr. Justice Jackson expresses a third view of the 
problem. His position is that West Virginia is bound 
by her agreements in the compact because she im 
pliedly asserted when she entered into it that she 
possessed the constitutional power so to do, that 
other States have acted on the belief that such repre 
sentation is true, and that West Virginia cannot now 
change its stand and assert that the compact or legis 
lation is void. “Estoppel is not often to be invoked 
against a government. But West Virginia assumed a 
contractual obligation with equals by permission of 
another government that is sovereign in the field. 
After Congress and sister States had been induced 
to alter their positions and bind themselves to terms 
of a covenant, West Virginia should be estopped 
from repudiating her act.” This reasoning leaves un- 
settled the questions whether West Virginia’s Con- 
stitution could limit her power to enter into a com- 
pact, and whether its terms were violated by the 
particular compact and enabling legislation. 


As LONG ago as 1925 Mr. Justice Frankfurter had 
manifested special interest in the Interstate Com 
pact problem. In an article in 34 Yale Law Journal 
685 he and Mr. James M. Landis discussed the com- 
pact clause of the Federal Constitution and the his- 
tory of its use in settling interstate problems, but 
they did not touch upon the question raised in the 
West Virginia case, namely, whether the constitu 
tions of the contracting States limit the validity of 
such pacts. 

A brief note in 50 Columbia Law Review 994 on 
the decision of the West Virginia Supreme Court in 
this case expressed no opinion on the soundness of 
the decision, but merely noted the handicap which 
it placed on the operation of the compacts. 

The Supreme Court decision leaves a doubt as to 
whether the validity of existing and future inter- 
state compacts must be tested by state constitutional 
provisions which, it would seem, were not framed 
with such compacts in mind but rather with regard 
to the normal operations of governments. One Jus- 


State Government 


tice has expressed the view that state constitutions 
are not controlling. The others have refused to ex. 
press an opinion on the question. In view of the 
great utility of such compacts it might be advisable 
to endeavor to take to the Supreme Court a suit for 
a declaratory judgment upon the problem. If this js 
not to be attempted, it is to be hoped that the great 
advantages which such compacts bring to the citi 
zens of all the contracting states will deter taxpayers 
and public officials from raising constitutional ques. 
tions which may perhaps be described as “technical” 
or “legalistic.” It would seem that in the amending 
of existing compacts, or the drafting of new ones, as 
much control as is consistent with the practical Op- 
eration of the undertaking should be given to the 
several state governments, and the functions of the 
interstate agency made as far as possible recom. 
mendatory. Probably these compacts depend for 
their success very largely on continued voluntary co- 
operation by the States and not on enlorced per- 
formance of obligations. 


California Asks: ‘‘Where Do 
We Go From Here... ?”’ 
(Concluded from Page 157) 


The large proportion of women receiving Old 
Age Assistance also points up the inadequacy of the 
1g50 amendments with respect to domestic workers, 
As in the case of agricultural workers, the new pro- 
visions for including domestic workers under OASI 
actually will preclude a large number of this group 
from attaining insured status because of the irregu- 
larity of their employment or the fact that they work 
for multiple employers. 

In California both welfare and employment agen: 
cies have made strenuous efforts to help meet the 
increasing demand for workers by encouraging 
older people to accept suitable employment. Such 
employment will, of course, tend to decrease current 
public assistance costs and, to the extent that older 
workers acquire benefit rights under the amended 
OASI provisions, will tend to decrease substantially 
future public assistance costs. How successful this 
employment eflort will be depends on the general 
employment situation and on employers’ acceptance 
of older workers. 

California looks forward to increasing the Old 
Age and Survivors Insurance coverage to include all 
agricultural and domestic workers as well as many 
groups of self-employed and others not now covered. 
Only in this way can we insure an adequate decrease 
in the large expenditures for Old Age Assistance, 
which in California exceed $18 million per month. 
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lax Exemption 
For State and Municipal Securities 


Why the States and Cities Oppose Its Removal 


ast February Secretary John W. Snyder renewed an 
old suggestion of the Treasury Department—that 
Congress remove the tax exemption of interest on 
state and municipal bonds. ‘The proposal has drawn 
overwhelming expressions of disapproval in Congres 
sional hearings from representatives of States, cities, and 
other and Its 
adoption by the present Congress appears unlikely. Yet 
Treasury officials and 
others that States 
localities may confront the same proposal again. 


local governmental units associations. 


the recurrence of its advocacy, by 


over the years, would indicate and 


Thus the testimony presented by state and local rep- 
and 
Not 
only is it impressive as an indication of the extent of the 


communications 


resentatives in the hearings, held by the House Ways 
Means Committee, has more than immediate value. 
direct testimony, briefs, and 
the 
close analysis of the constitutional issues involved. It de 


opposition, record of 


received by committee includes 
velops a telling case as to the burden which the taxation 
would mean to state and local governments. It points to 


heavily crippling effects which, in the view of responsible 


authorities, this would have on vital services for the 
people. 
In this summary, STATE GOVERNMENT reviews salient 


parts of the case made by state ofhcials; then opposition 


was shared by all local governmental representatives 
whose views were recorded. 
Ihe hearings were held February 26 and 27, Chairman 


Robert L. 


resentatives of 


Doughton of the committee presiding. Rep 
States 
torneys General, fiscal officers, and others—made then 


more than thirty Governors, At 
positions known, in person or in writing, all for reten 


tion of tax exemption on state and municipal securities. 


First witness was Austin J]. Tobin, Executive Director 
of the Port of New ‘York Authority. 

Mr. Tobin recalled that the proposal had been “sub 
mitted to Congress upon one theory or another on many 
occasions over the past go years,”” and that on each occa 
sion it had been rejected overwhelmingly. 

“It was rejected in 1918 and in 1924, when it was sup- 
ported by the utility companies in a misguided effort to 
block the development of municipal light, power, and 
transit systems,” he testified. “It was rejected in the early 
1ggo's. It was rejected by this committee in 1939 and 
again in 1942. 

“It was rejected on the floor of the Senate in 1940 by 
a vote of 44 to 30, 


0, and again in 1942 by a vote of 52 to 
34 


After Congress had acted thus, said Mr. Tobin, “the 
lreasury and the Department of Justice turned to the 
courts and commenced test actions against bondholders 
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of the Port of New York Authority and the Triborough 
Bridge Authority.” He cited a press release in which the 
‘Treasury said these cases were “intended ultimately to 
prove that the Federal Government has the right” to tax 
the income from all state and municipal securities. “The 
courts rejected that contention,” said the witness. After 
enumerating courts that had done so,’ he proceeded to 
the first point he wished to make for the States and cities 
—that federal revenues which would be obtainable from 
the proposal were nonexistent or, at best, insignificant. 

The committee, he pointed out, has been urged to 
look to new sources of revenue. Yet the Treasury itself 
“has always admitted” that this proposal—the taxation 
of future issues—““would produce practically no federal 
revenues for the next 10 years, and no substantial reve- 
nues for the next 20 to go years.” Citing figures on issu- 
ance and distribution of municipal bonds, Mr. Tobin 
arrived at the conclusion that this source could not pos- 
sibly average more than $25 million to $30 million a 
year in revenue over the next five years, and that even 
after twenty or thirty years, with income taxes at the 
present rate, it was estimated “the federal. government 
would derive no more than $200 million... by taxing 
our state and local financing.” 

“In the field of federal financing,” the witness ob- 
served, “this is hardly a sum attractive enough to justify 
disruption of our constitutional system, by the establish- 
ment of a federal power to tax and so to control the 
financial operations of the States.” 

Attorneys General of States and City Attorneys, he 
then said, ‘will tell the committee that such a tax is 
unconstitutional and would be so held if it came before 
the Supreme Court.” 

“This committee is looking for money to buy tanks, 
ships, and planes now,” he stated. “They cannot be paid 
for by three or four years of litigation leading up to the 
Supreme Court and by depending there on a reversal of 
the established law of constitutional immunities. . . .” 

Discussing the contention that immunity of state and 
local bonds from taxation constituted inequity in the 
distribution of the individual income tax burden, Mr. 
Tobin submitted “that this so-called loophole has been 
grossly exaggerated.” He cited a report which Former 
Senator Warren Austin submitted to the Senate in 1940 
and 1942, declaring: “Stripped of its popular catch 
phrases, it (the proposal) would simply shift a further 
and perhaps unsupportable burden on the home owner 
and the rent payer.” The Treasury's own statistics, Mr. 
Tobin continued, “admit that about 60 per cent of our 
municipal bonds are held not by individuals but by gov- 
ernment agencies, pension systems, sinking funds, and 
other institutional investors which are not subject to 
progressive personal surtaxes.” Moreover, he asserted, 
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“state and local bonds held by individuals du not on the 
their 


average constitute any substantial 
wealth.” After calling attention to government figures in 
support of that conclusion, he added that, “as the com- 


mittee knows, anyone who purchases a municipal bond 


portion of 


pays a heavy tax to the state or local issuing body 
in the form of a much lower interest rate than he would 
accept if the same bond were taxable.” 

Mr. Tobin then proceeded to his next major point— 
the heavy impact the proposal would have, if adopted, 
on the costs of providing state and municipal facilities. 

“There would seem to be general agreement that the 
increase would probably be about 1 per cent or more in 
the interest rate, or an increase in state and local bor- 
rowing costs ol 50 per cent on a 2 per cent municipal 
bond,” he said. 

“On the present volume of state and local debt, that 
means that this proposal would undoubtedly impose a 
burden of added costs on local government running up- 
ward te $200 million. 

“It is true that this total would be reached gradually, 
just as the relatively meager federal revenues could only 
be realized gradually. However, the full weight of the 
tax on individual States and cities and on local projects 
would be felt immediately. 

“If the city or town you live in needs a new school, a 
new hospital, a sewage disposal project, or an irrigation 
facility next year your local taxpayers will feel the heavy 
impact of this proposal at once. 

“If the States of Ohio and New 
Jersey or New York, wish to construct or add to their 


Pennsylvania, or 


new systems ol turnpikes and ‘thruways’ next year, or 
the year after that, the full weight of this federal tax 
proposal on those projects will be felt at once.” 


“What,” Mr. 


posal?” 


Tobin asked, “is the purpose of the pro- 


“Is it the purpose 
sures for federal aid? Are the States and cities to be 


to increase the need and pres 


forced to call upon the Federal Government to finance 
projects which they could have financed themselves if 
the Federal Government had not disrupted local finan 
ing by taxing municipal bonds? That would certainly 
be a wry outcome of a revenue bill addressed to the 
problem of additional federal revenue. 

“The real nature of this problem is one of the preset 
vation of independent local government, of the continu 
ance of true federalism under our Constitution.” 


o * * 


Harry McMullan, Attorney General of North Carolina 
and President of the National \ttorneys 
General, followed Mr. Tobin as a witness. 

He explained that the National Association of Atton 


\ssociation of 


neys General, meeting at Jacksonville, Florida, in 1938, 
had adopted, by unanimous action of those present, a 
resolution strongly opposing the tax now proposed. As 
the matter had not been presented to the Association 
subsequently, he did not have direct authorization to 
present the views of the Association as now constituted, 
he stated, but he had no “reason to doubt that now, as 
then, the National Association opposes the imposition of 
this tax.” He asked the committee “to help us preserve 
the old rule of immunity of one government from taxa- 
tion by the other.” 


State Government 


In addition to oral testimony, Attorney General Me. 
Mullan presented a written statement which developed 
his legal objections to the proposal. 

“In my opinion, the Federal Government lacks the 
constitutional power to impose such a tax,” he said jn 
the statement. “If such a vast change is necessary, the 
only proper approach should be by a constitutional 
amendment. 

“The constitutional doctrine which prevents the States 
and the Federal Government from taxing each other js 
the foundation on which our system of dual sovereign. 
ties is based. If the federal system is to continue to func 
tion efficiently, the position of each of the partners de 
mands the continued respect of the other. ‘To preserve 
this balance, the rule of immunity has arisen. If this rule 
were overturned, the federal system would be gravely 
jeopardized. This rule of immunity is as strong today as 
it ever was in our history. 

“On the ground of precedent, there can be no question 
that the Federal Government lacks the constitutional 
power to tax the interest from state and municipal obli- 
Trust Co. (157 US. 


is decisive of this issue 


gations. Pollock v. Farmers’ Loan 
429; 158 U.S. 6o1), 


Court in the Pollock case was divided on every other 


l hough the 


issue involved, and employed nine opinions and two 
hearings on the other points, it unanimously denied the 
federal power to tax state and local obligations.” 

Court 
Amendment did not 


In two subsequent cases, he continued, “the 
ruled definitely that the Sixteenth 
grant to the Federal Government any additional power 
to tax nor detract from the necessary reserved immuni 
ties of the States,” and when one olf these cases later was 
overruled, “the Court very deliberately chose not to dis 
turb its former opinion that the sixteenth amendment 
did not grant any additional federal power of taxation, 
Attorney General McMullan proceeded to cite more re 
cent cases in which the Supreme Court similarly upheld 
the immunity rule. 

Dealing with one of the arguments advanced by ad 
vocates of the proposal, he stated 

“In the past the proponents of the tax claimed that 
while the Federal Government can tax the States, th 
rule is not reciprocal because the States have nothing to 
fear from the Federal Government's taxing power on the 
ground that the States are represented in the Congress, 
whereas the United States has no representation in the 
States. The fallacy of this argument its self-evident. It 
gravely threatens the basic rights of minorities which our 
Constitution so carefully guarantees and which is the 
distinguishing mark of a true democracy. The argument 
means that if a majority in some Congress should pass 
an act denying the right of free worship, of free speech, 
or of free assembly, the American citizens injured could 
not complain because they are represented in Congress. 
The argument mistakes the entire difference between 4 
government operating under a constitution and a parlia- 
mentary government with no restriction upon the rights 
ol the legislature.” 

Attorney General McMullan called particular attem 
tion to assurances given belore ratification of the income 
tax amendment to the Constitution that it implied no 
permission for taxing siate and municipal bonds. 

“After the Senate joint resolution had been adopted 
by the Congress and it (the Sixteenth Amendment) was 
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Tax Exemption 


already before the States for ratification, the then Gov- 
ernor of New York (Charles Evans Hughes) showed 
some apprehension that the amendment might be inter- 
preted to permit a tax upon state and municipal bonds,” 
he said. “However, as I study the record these appre- 
hensions were immediately set to rest by three outstand- 
ing Senators who were intimately identified with that 
amendment. Senator Borah, one of the most ardent pro- 
ponents of the amendment, came out upon the floor of 
the Senate and explained at great length that the amend- 
ment was not intended to permit such a tax as the Gov- 
ernor of New York feared might result. Senator Brown, 
who introduced the amendment, also joined Senator 
Borah and he, too, said that it was not intended to ex- 
tend the of the Federal Government’s taxing 
power to subjects which were heretofore immune. 
“Senator Elihu Root of New York, said by some to 
have been the actual draftsman of the amendment and 
perhaps the leading American lawyer of the age, notified 
the New York State Legislature that in his opinion the 
amendment could not be interpreted so as to permit a 
federal tax upon the securities of the State of New York. 
The answer of Senator Root was immediately publicized 
by the papers. In my opinion the States of the 
Union ratified the amendment only after the apprehen- 
sion expressed by the then Governor of New York had 
been thoroughly allayed by Senators Borah, Root, and 


scope 


Brown.” 


Following these statements by Mr. Tobin and Attor- 
ney General McMullan, the committee received testi- 
mony and accepted briefs and statements from a large 
number of state and local officials. 

First of the 
Goldstein, Attorney General of New York. 

He pointed out that fiscal and economic aspects were 
being presented for New York by the Comptroller and 
the State Superintendent of Public Works, Messrs. J. 
Raymond McGovern and Bertram D. Tallamy. They 


briefs was submitted by Nathaniel L. 


have shown, he summarized, that such effects “would be 
to add staggering amounts to the cost of state and mu- 
nicipal financing” —so formidable a burden that the in- 


evitable effect ‘“‘would be to put a halt to the provision 


of essentially necessary facilities for the people. #2 

“Public housing, the elimination of water pollution, 
the building of state hospitals, the state thruway and 
other state highways could not go on,” Attorney General 
stated. ““The communities—some des- 
perately requiring new facilities because of growth in 
population in recent years—could not provide the 
schools, hospitals, streets, transit, sewage, water supply 
and fire fighting facilities that they so urgently need. 
Not only could the increased cost not be absorbed but, 
the tax exempt feature gone, the municipals particularly 
and the state bonds as well would lose their sales appeal, 
and the source of state and local funds by borrowing 
would be vastly and seriously limited.” 

Having emphasized the constitutional nature of the 
National Government as one of delegated powers, with 
power over internal affairs distributed between the na- 
tional and state governments, he stated: “From this basic 
concept the courts have drawn and developed the prin- 
ciple that taxes may not be imposed by the federal or 


Goldstein local 
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state governments, the one upon the other, which would 
burden and obstruct the operations of either.” 

The several opinions of the Supreme Court in New 
York v. United States, 326 U.S. 572, decided in 1946, 
show indisputably, he pointed out, that the Court deems 
the States “immune from federal taxation where such 
taxation would impede or curtail them in the perform- 
ance of their sovereign functions.” In one of the pre- 
vailing opinions, Justices Reed and Burton concurring, 
the late Chief Justice Stone “unmistakably forecast that 
the Court would disapprove any federal tax which would 
‘so affect the State . . . as to interfere unduly with the 
State’s performance of its sovereign functions of govern- 
ment.’’’ Attorney General Goldstein dwelt at some 
length on the dissenting opinion in the case written by 
Justice Douglas, in which Justice Black concurred—an 
opinion “strong in its emphasis upon the sovereignty of 
the States in our scheme of government and upon im- 
munity from federal taxation as an essential concomitant 
of that sovereignty.” This opinion included the follow- 
ing language: 


“As stated in United States vy. California, 295 U.S. 
175,184,185, the immunity of state instrumentali- 
ties from federal taxation ‘is implied from the na- 
ture of our federal system and the relationship 
within it of state and national governments, and is 
equally a restriction on taxation by either of the in- 
strumentalities of the other.’ ” 


And: 


“A tax is a powerful, regulatory instrument. Local 
government exists to provide for the welfare of its 
people, If the federal government can place 
the local governments on its tax collector’s list, their 
capacity to serve the needs of their citizens is at once 
hampered or curtailed. Many state activities are in 
marginal enterprises where private capital refuses to 
venture. Add to the cost of these projects a federal 
tax and the social program may be destroyed before 
it can be launched. In any case, the repercussions of 
such a fundamental change on the credit of the 
States and on their programs to take care of the 
needy and to build for the future would be consid- 
erable . . . the power to tax lightly is the power to 
tax severely. The power to tax is indeed one of the 
most effective forms of regulation. And no more 
powerful instrument for centralization of govern- 
ment could be devised.” 


Attorney General Goldstein cited numerous other 
cases to show that, from Chief Justice Marshall's day on, 
a long succession of decisions had affirmed and reaffirmed 
the immunity doctrine. This had continued in “the last 
dozen or more years,” in which “through depression 
years, defense years, war years, and the uneasy post-war 
years, on examination and re-examination of the theory 
underlying immunity . . . by a Supreme Court of 
changed personnel, there has remained the basic doc- 
trine of immunity of the States from taxation by the 
Federal Government, where that taxation will interfere 
with the performance by the States of their functions.” 
He cited decisions as well to show that “a federal tax 
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on state and municipal bond interest is, under express 
decisions of the United States Supreme Court, an uncon- 
stitutional direct burden on the States.” 

* * > 

Similar considerations were advanced in a shorter 
brief by Gordon M. Tiffany, Attorney General of New 
Hampshire. Among other cases he drew attention to the 
proposition stated in Pollock vy. Farmers Loan & Trust 
Co.: “‘As the States cannot tax the powers, the opera- 
tions, or the property of the United States, nor the 
means which they employ to carry their powers into 
execution, so it has been held that the United States 
have no power under the Constitution to tax either the 
instrumentalities or the property of a State.’” 

He quoted Justice Douglas, in the opinion in New 
York v. United States: 

“If the power of the Federal Government to tax 
the States is conceded, the reserved power of the 
States guaranteed by the tenth amendment does not 
give them the independence which they have always 
been assumed to have. They are relegated to a more 
servile status. They become subject to interference 
and control both in the functions which they exer- 
cise and the methods which they employ. They must 
pay the Federal Government for the privilege of 
exercising the powers of sovereignty guaranteed 
them by the Constitution, whether, as here, they are 
disposing of their natural resources, or tomorrow 
they issue securities or perform any other acts within 
the scope of their police power.” 

Consistently with the principles enunciated in_ the 
cases he had noted, Attorney General Tiffany said, the 
State of New Hampshire feels “that the proposed meas- 
ure strikes at the very core of our constitutional system.” 
If the Treasury proposal were adopted, he pointed out 
New Hampshire, along with many if not all other States, 
“will no longer be bound by what must have been a sup 
posed constitutional principle and will no longer permit 
the Federal Government to enjoy an immunity of which 
it has been deprived.” Finally, he made it clear that 
adoption of the proposal would impede New Hampshire 
and its subdivisions seriously in the performance of their 
functions. Taxation of income from their securities 
would be reflected inevitably “in a demand for a com 
pensatory increase in discount or in interest rate on the 
part of investors. To meet this the State, already bur- 
dened by increased costs, and hampered by the drain of 
the Federal Government on sources of income otherwise 
open to it, would be required further to curtail its gov 
ernment activities to the detriment of its people.” 

Governor Edward F. Arn and Attorney General 
Harold R. Fatzer of Kansas submitted a joint statement 
in which they declared their belief that the proposal was 
another attempt by the Federal Government to encroach 
on the power of state and local governments “under the 
guise of an emergency need for taxes and spending” 
and that it would violate “firmly established constitu 
tional principles which have been announced and fol- 
lowed by the Supreme Court almost since the in 
ception of our Federal Government.” 

They emphasized that the tax would increase costs to 
local units of government in Kansas and undermine 
their ability to finance needed public improvements. 
Bonds of political subdivisions in Kansas now are issued 


with an interest rate of between 1 and 2 per cent. “They 
have an immediate market value at this rate of interest 
of par value and accrued interest. If the income of these 
bonds were taxable the interest rate would be 
greatly increased. Moreover, the ad valorem. tax le 
for bonds and interest upon the tangible assessed valua- 
tion of a particular subdivision would be increased. This 
will further increase the tax upon property owned by 
individuals in the politic al subdivisions. 

“Obviously, the increase in revenue to the Federal 
Government from such a tax upon the income of mu. 
nicipal bonds issued by Kansas political subdivisions jis 
not the end sought by the proposal, since the total 
amount to be derived from this source would be rela- 
tively infinitesimal, and could be saved many times over 
by only slight economy in the operation of the Federal 
Government. 

“We submit that if the proposal of the Secretary of 
the Treasury is adopted . . . , all power to issue bonds 
by state and local governments would be greatly cur. 
tailed, if not in fact ended, thus leaving the Federal 
Government without competition in seeking investors 
willing to loan money on public securities at a low rate 
of interest.” 

The vital principle involved, they continued, “is that 
the exercise of this taxing power by the Federal Govern. 
ment could arrest the power of the States and render 
their sovereign and independent action impotent and 
useless.” 

Like other briefs, the statement by Governor Arn and 
Attorney General Fatzer cited Supreme Court decisions 
in support of their legal position against the proposal. 
After summarizing one of these cases they said: 

“The statement by the Supreme Court that the power 
to tax could be carried to an extent which would not 
only burden the operation of state and local govern. 
ments, but could entirely arrest their operation, discloses 
the motive for the current attempt to impose a federal 
tax on bonds of the States and their political subdi- 
visions. 


Attorney General Alexander A. LaFleur of Maine 
issued a statement in his own capacity and as a repre: 
sentative of “the Governor, the Legislature, and every 
citizen in the State of Maine in opposition to this pro- 
posal."” He pointed out that the Secretary of the Treas 
ury had presented no new reason why the tax should 
be enacted—and that it had been assumed the issue was 
settled once and for all almost a decade ago. The Fed- 
eral Government's power to impose a general income 
tax at all depended on the sixteenth amendment, he 
said, and he called attention to the statements by Sena- 
tors Borah, Brown, and Root before the amendment’s 
ratification that it left intact the immunity of state and 
municipal bonds to federal taxation. 

“We do not see how in good conscience, in the light 
of the above statements, the Treasury Department seeks 
to have this committee propose such legislation,” he con- 
tinued. “If the Treasury Department thinks such legisla- 
tion should be passed, then we submit that the only 


fair and equitable thing to do is to submit the issue to ; 


the people in the form of a proposed constitutional 
amendment... 
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“In conclusion, we can only transmit to this committee 
the grave concern of the State of Maine with this attack 
on its immunity from Federal interference. We ask this 
committee to repudiate any suggestion that the States, 
or the State of Maine, are not the constitutional equals 
of the Federal Government in the field of intergovern- 
mental taxation.” 

Another statement was by Deputy Attorney General 
M. Vashti Burr of Pennsylvania, representing Governor 
John S. Fine and Attorney General Charles J. Margiotti 
on behalf of the Commonwealth. 

It would be unrealistic, she said, to suppose that the 
proposal, if adopted, “would result in any appreciable 
revenue advantage to the Federal Government.” The 
only way the States and municipalities could pay the 
increased costs that would result for them would be, in 
the final analysis, to tax their citizens. “In many cases 
this would undoubtedly mean increased property taxes. 
In other words, millions of ‘little’ taxpayers would, in 
the end, pay.” On that and other grounds she found 
quite unrealistic the contention of proponents that the 
tax would correct “a so-called inequity existing as be- 
tween the tax treatment of wealthy persons who can 
afford to invest in tax-exempt securities and persons in 
lower income brackets.” 

The sovereignty and very existence of State and local 
governments would be threatened seriously by federal 
taxation of their securities, said Miss Burr, “ (1) by weak- 
ening materially their financial independence, and (2) 
by making it difficult, if not impossible, for some of the 
local subdivisions to obtain essential credit.” 

“Why should. the State and local governments be con- 
stantly called upon to defend themselves against the on- 
slaughts of those who advocate measures which 
would definitely cripple and further discourage the 
State and local governments in their efforts to be finan- 
cially independent in performing the governmental 
functions which are primarily and distinctly their re- 
sponsibility?” she asked. “Why make it more difficult, for 
example, for the States to finance their civilian defense 
programs? ; 

“The proponents of the proposal may have in 
mind only the possibilities of obtaining additional reve- 
nue for the Federal Government, however slight. 
fo the Commonwealth of Pennsylvania and, we are 
sure, to other States and their subdivisions, the proposal 
is another symbol of the struggle between those who 
would bring about greater and greater centralization of 
power in the Federal Government, whatever the cost, 
and those who believe that the preservation of our free 
society depends upon the preservation of the balance of 
powers between Federal and State Governments. ; 


Francis X. Lang, Director of Accounts, Common- 
wealth of Massachusetts, appearing as the representative 
of Governor Paul A. Dever, urgently requested the com- 
mittee to oppose the taxation. He emphasized “the tre- 
mendous inroads made upon the available funds of the 
States and local communities by the existing tax pro- 
gram of the National Government.” To impose a tax on 
future issues of local securities “would be to add a bur- 
den to local communities without an equivalent advan- 
tage to the Federal Government.” 


“While attempting to reach income of high-bracket 
holders of municipal obligations you actually create a 
situation that results in increasing local real-estate taxes 
or sales taxes,” he summarized. “Thus, in seeking tax 
relief, you create tax inequity. 

“At the present time in Massachusetts we are consid- 
ering the issuance of substantial amounts of debt to 
finance road construction, school buildings, sewage sys- 
tems, water works, hospitals, and bridges. To impose a 
federal tax upon these obligations would necessarily 
raise the interest rate at least 1 per cent. In a State and 
in a community already hard put to meet the demands 
of the federal revenue program, such additional costs 
might well be the difference between the execution of 
the program and its abandonment. 

Ted Little, Chief Assistant Attorney General of Wash- 
ington, testifying on behalf of Attorney General Smith 
Troy, emphasized the heavy impact the tax would have 
on a rapidly growing State. 

“The State of Washington is one of the newer sections 
of our country,” he said. “Its development is only be- 
ginning. Before we can obtain our full potential, our 
State and our local governments must spend literally 
hundreds of millions of dollars in the future. We must 
look forward to the issuance of vast amounts of public 
obligations at both state and municipal levels, conserva- 
tively estimated at upward of one-haif billion dollars in 
the next 10 years. As a growing Commonwealth, we still 
have a long way to go before we will have achieved even 
a partial development of the many great natural re- 
sources of our State, and we object strenuously to the 
discriminatory element of a proposal which would make 
our obligations taxable at this time. . 

“The older sections of the country have had the bene- 
fit of exemption from federal taxation in reaching their 
stage of development over the years. We should not now 
be . . . made to bear a heavier tax burden in carrying 
out that development than they were forced to bear.” 

Among examples of the kinds of enterprise that would 
suffer, he cited the fact that at Seattle in 1950 the voters 
had authorized issuance of $25,850,000 in bonds for pur- 
chase of power installations in order to unify them 
under public ownership. Previously the voters had au- 
thorized an issue of $35 million. “Many of these author- 
ized bonds have not yet been placed on the market,” 
said Mr. Little. ‘““The additional interest cost which our 
citizens would have to bear if these bonds were taxable 
would disrupt all the calculations on which the unifica- 
tion program was worked out. It would double the in- 
terest rate, in all probability, and would endanger the 
stability of the entire project.” 

Attorney General Hall Hammond of Maryland testi- 
fied in his own official capacity and at the request of 
Governor Theodore R. McKeldin. 

He emphasized that it had been taken for granted 
since the Nation came into being that the Federal Gov- 
ernment lacked the constitutional power to tax the ob- 


ligations of the States. If this were to, be changed it 


should be only by the people through constitutional 
amendment. But only “the most drastic and compelling 
considerations” should invite the possibility of such 
change, and he submitted that no such necessity existed. 

Dealing with the contention that nonliability of the 
bonds constitutes a loophole favorable to the wealthy, 
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Attorney General Hammond pointed out that those who 
had preceded him had “shown from the Treasury’s own 
statistics that some 60 per cent of all state and municipal 
bonds are held by institutional investors, charitable in- 
stitutions, pension systems and other entities not subject 
to the progressive income tax, rather than by individuals. 

“The 1939 hearings on the taxation of governmental 
securities and salaries indicated that the then average 
investment of large estates was about 11 per cent of tax- 
exempt bonds,” he said. “So apparently tax exempts 
have not been too largely used for tax avoidance by the 
very wealthy.” 

Similarly, he cited figures to show that the proposal 
could not yield significant revenue for the Federal Gov- 
ernment. 

“The weakness of the affirmative arguments . . . in- 
evitably bring to the fore the suspicion that the present 
emergency is being used as a pretext . . . to weaken the 
financial independence and integrity of local govern- 
ments and insure the decline and eventual death of the 
federal system of dual sovereignty,” he testified. “Wheth- 
er or not this is its purpose, it surely would be its 
results.” 

After calling attention to the grave burden and jeop 
ardy which the tax would mean for public services in 
Maryland, he continued: 

“The long-range effect of such taxation . . . would be 
to weaken local government because it could not effec- 
tively function. Its independence would be lost as the 
drift toward powerful central government was fostered 
by the government itself, and the idea and actuality of 
strong local government, which is the keystone of a free 
democratic nation, would be on the way out. The central 
government, by the power to tax and the power to 
exempt, for example, could pick and choose the direc- 


tion of local activity and the ends to be achieved—as in 
grants-in-aid which were first given without strings or 
conditions, or very few, but which now have come to be 
given fully conditioned.” 

* * al 

Testifying for his State at the request of Governor 
William S. Beardsley and Attorney General Robert L, 
Larson, Representative Ernest Kosek of the Iowa House 
of Representatives declared: 

“The committee must see how inconsistent it is to ip. 
crease the financing costs of municipalities and 
school districts on the one hand, and to entertain the 
proposal to embark upon a program of federal aid to 
schools on the other. 

“As a matter of fact, this inconsistency invites the sus. 
picion that at least some of the support for the taxation 
of state and local obligations comes from those who be. 
lieve in increasing federal controls which go with fed. 
eral aid and the substitution of centralized control for 
independent local control.” 

Shorter statements from state officials opposing the 
suggested removal of immunity included communications 
by the Governors of Indiana, Maine, Nevada, New 
Hampshire, New York, North Carolina, Oklahoma, 
Oregon, Rhode Island, South Dakota, Tennessee, Utah, 
Washington, West Virginia, and Wyoming; also state. 
ments from the Attorneys General of Arizona, California, 
Colorado, Florida, Louisiana, Massachusetts, Michigan, 
Minnesota, Nevada, Oregon, South Carolina, Texas, 
and Wyoming. Other state officials from whom commu- 
nications were recorded included the Deputy Attorney 
General of Delaware and the State Treasurers of Cali- 
fornia and Massachusetts, and the State Treasurer of 
Michigan, who submitted a joint statement with the 
Attorney General. 
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THE INTERSTATE COMPACT 
SINCE 1925 


By Frederick L. Zimmermann and Mitchell Wendell 


This volume, just published, meets a long-felt need. Deals with the evolution of the 
compact, describes its characteristics, and treats of compact-making. Discusses such 
problems as national participation in compacts, “compacts with a foreign power,” 


and the bearing of compacts on American federalism. 
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State System Proposed to 
Supplant the Coroner’s Office 


A Model State Medico-Legal Investigative System. Na- 
tional Municipal League, New York City, 39 pages, 1951. 
$0.50. 

This report, the product of six national organizations 
concerned with government, medicine, and law, starts 
from the premise that it is inexcusable, in view of the 
ereat progress in medicine and government, -“that most 
of the United States still depends on the typical elected 
county coroner as a key factor in the detection and pun- 
ishment of homicide.” It presents and explains the out- 
line of a model law which would offer, instead, what it 
deems would be adequate technical staff, established on 
a state basis, with central office and laboratory and with 
competent regional investigators. 

The six reporting organizations are the American 
Academy of Forensic Sciences, the Criminal Law Section 
of the American Bar Association, the American Judi- 
cature Society, the American Medical the 
National Civil Service League, and the National Mu- 
nicipal League. Impetus for a concerted effort to meet 
the problem was provided by Richard S. Childs, Chair- 
man of the Executive Committee of the National Mu- 
nicipal League. A of authorities met at the 
National Conference on Government at St. Paul in 1949, 
and voluminous correspondence followed. Dr. Richard 
Ford, acting head of the Department of Legal Medicine, 
Harvard Medical School, drafted the report. It then re- 
ceived the scrutiny of qualified individuals and the six 
cooperating organizations, which led to numerous con- 


Association, 


group 


tributions to the final version. 


Although the coroner’s office usually is an obscure, 
elective, county post, the report says, its work is gravely 
important and highly technical. “Only in a dozen top- 
size metropolitan counties is there business enough to 
justify full-time, year-round, adequately paid toxicolo- 
gists, pathologists, and other experts for first-class labora- 
tory and autopsy and field work. In small counties there 
may be, even among physicians, no persons fully quali- 
fied for the position, and, if there were, there is slight 
likelihood they would seek it.” 

The report out that in 
1877, Maryland since 1939, and Virginia since 1946, “all 


parts of the State benefit by medical examiner service 


points Massachusetts since 


concentrated appropriately in one or two busy expert 
staffs.” Rhode Island established an appointed state 
in 1949. More than in 
New York City, eleven elective coroners were replaced by 


medical examiner go years ago, 
one chief medical examiner, who is appointed. Else- 
where, elective coroners in a few metropolitan counties 
“have competent staffs and enough business to enable 
them to deve lop expertness, but the office of coroner on 
the ballot rarely can attract effective scrutiny by the 
electorate in either large or small constituencies.” 
Fundamental revision is needed, says the report, so 
that the shall be murder 
nized; criminal and civil court proceedings provided 


innocent exonerated; recog- 
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with documented, sound, and impartial medical evi- 
dence; unrecognized hazards to public health revealed; 
and industrial hazards exposed. To those ends “any State 
will be best served by a central medico-legal laboratory 
staffed with experts, lacking regional bias, and constantly 
becoming more experienced.” 

Four key recommendations follow, with comments and 
explanations: 


1. An adequate law establishing the classes of death 
to be investigated in the public interest. 

2. A supervisory medico-legal commission, neither di- 
rectly elected nor appointed, comprising members such 
as a representative of the state Attorney General or the 
district attorneys, the state public health commissioner, 
representatives of the state bar and medical societies, the 
state commissioner of public safety or state police. This 
commission would establish minimum qualifications for 
the chief medico-legal investigator and staff, assist in 
examination and rating of applicants, review the condi- 
tion of the service, report to the Governor on it, and 
make necessary rules and regulations. 

3. Appointment without term of the key officer of the 
system—the chief state medico-legal investigator--by the 
head of the appropriate state department if he is an 
appointee of the Governor, otherwise by the Governor 
directly. A competitive test by the state civil service com- 
mission, in cooperation with the aforementioned com- 
mission, would certify the names of the three highest 
ranking candidates for the post, and the appointing au- 
thority then would select one. Assistant state medico- 
legal investigators, regional medico-legal investigators, 
state toxicologist, and all other staff would be appointed 
—by the chief investigator—in the same manner. Exacting 
qualifications for the chief officer are suggested, and a 
salary not less than $10,000 a year is proposed for him. 

{. Establishment of a central state medico-legal labora- 
tory. Details of the needs and functions of such a labora- 
tory are set forth. In States with extensive territory and 
large populations, the authors indicate, two or more 
laboratories may be established advantageously in metro- 
politan centers to serve the surrounding areas. 

lo illustrate application of the principles, the report 
reproduces relevant parts of the Maryland and Virginia 
laws and comments on them, pro and con. It does not 
suggest that either has “the perfect law,” or that their 
statutes should be transferred verbatim to other States, 
but observes that Maryland has applied her law with 
success for a decade, and Virginia since 1946. In those 
States as well as in Massachusetts—which has a state-wide 
medico-legal investigative system established on an in- 
formal basis, not by statute—and in New York City, 
“pooled expert services under trained central heads. . . 
command the respect of local physicians, prosecutors, 
and courts, and exhibit dramatic improvements over 
prior and parallel conditions.” 
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STATE TAX REVENUE, 
BY SOURCE AND BY STATE: 





1950* 


Total! Sales and gross receipts Lie ense and 
privuege 
Stat 
Motor M 
I ) { . rota General vehicle Tota 
I 4 
change fuels ypera 
Total. .1$8,939,889|9$8,348,65¢ 1 $4,670,274 $1,670,161 /$1,544,474'$1,203,439) $75¢ 
oa ae Se 
Alabama. 128,028 119,291 73 77,942 32,662 29,881 12,890 6 
Arizona,. 51,458 50,509 1.9 32,381 16,138 10,156 4,198 
Arkansas. 89,399 87,873 1.7 58,149 23,147 22,899 10,833 
California 934,756 865,47 8.0 528,751 321,560 137,826 72,722 3 


| J 











Colorado 12 805 0,764 >> 52.816 25.901 20.559 
Connecticut | 118,57 101,559 16.8 71.496 23.689 18.682 
Delaware | 27,16 17,019] 59.1 7,974 13 4,201 
lorida. ‘ | 177,8 146,375 21.5 125,181 23,569 51,205 
Georgia... | 137,988] 120,54¢ 14.5 81.816 47.376 
Idaho | 33.834) 33,77 0.2 15.081 10.168 
Illinois 435.79 439.30 8 370.890 1 51 56.33 
Indiana 220,578 189, 98¢ 16.1 156,95 8 550) 40,040} 

| | 
lowa | 156,908 148,89% 5.4 094 55.741 27.32 
Kansas 1 108.8 15.0 7 )R? 4 6.122] 
Kentucky 122.4 l 51) ,] 63.20 35.152) 
Louisiana | 257.003 240,207] 0 139.20 450 42'788| 
Maine | 47.233 46.252) 1 4.10 | 12,589} 
Maryland | 143,302 134.671 4 62? 28.37 3,117} 
Massachusetts 282.977 RI 4) 160 » 100) 
Michigan | 460,962 $56,768) 94 350 14,864] 46,871] 

| | 
Minnesota 196,3 1 87) 1 8,881 34,193 
Mississippi 1 > 748) 1 1.301 14 54 361 
Missouri 185.0 1] 177.2 4.4 104.039 72 OR4 


Montana 33, 175} 29,61 14.7 14,4 54 


| 
Nebraska 56.7 | 46,220) 51.362 3. 439) 


Nevada 12,469} 10 6.30 3.618 
New Hampshire 24,3 | 23,8 11 4 +98 
New Jersey 191 191 B11) 84.988 32.672] 
New Mexico 45 $8 14 35.808 17,384 13,345} 
New York 1,096,549) 896.54 4 84 040 0.09 
North Carolina | 230.3 2 1,011) 0.3 118,894 41,848 52.836) 
North Dakota 40,8 7,837] 8.1 23,1 ! 4,776} 
| 

Ohio 423.4 8 307) 91 481 133.068 76.1 
Oklahoma 165,47 1 7 $ +3 

Oregon 111 112,18 0.07 75 454 
Pennsylvania 496,48 509,018 24.225 1 3 
Rhode Island 4 47 57 34 > 644 4 94 
South Carolina } 2 100,22 ) )37 29,248 
South Dakota 39,244 31,32 1 ,42¢ l +4 6,555 
lennessee 162, 1¢ 155 231) 4 106. 5¢ 4? 5/ 41,685 
Texas | 43.93 34,78 144.764 76,432 
Utal 46,48 + 4.642 + + /,69 
Vermont 1.91 4 10.314 4.652 
Virginia 154,641 138,428 125 42,728 
Washington 35 5 1.915 166.167 104.771 37.333 
West Virginia 10 44 117,11 11 19 232 51,911 16,878 
Wisconsin 210,001 201,571 $.2 562 31,455 
W ming ] ) l } ] 5 p 187} | } 51 

*Source: Summary of State Government Finances in 1950. April, 1951 


NOTE: For more detailed pre ! ata | e, see the Census Bureau reports, State Tax ¢ 


Includes a1 ! r tax ca € I proper everance 
+9, $68 housar 
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SRevised 
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‘Corporation income tax included with individu income iX: segres on not available. 


*Amount shown for license and pri ucge axes inciudes ration excise tax 
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